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Introduction of Witnesses 

Mr. Aderholt. Good morning. I want to welcome all the mem- 
bers of the subcommittee to the first of several hearings that we 
will conduct oversight for the agency and programs under our juris- 
diction of this Subcommittee. I want to emphasize that I look for- 
ward to working with each and every member of the subcommittee 
as we move through our hearings, and then into this year’s appro- 
priations process later on in the spring. 

The USDA’s Food Safety and Inspection Service work to ensure 
that our nation’s supply of meat, poultry, and processed eggs are 
safe, wholesome, and correctly packaged and labeled. I want to wel- 
come back to the subcommittee Dr. Elisabeth Hagen, USDA’s 
Under Secretary for Food Safety, and Mr. A1 Almanza, the admin- 
istrator for the Food Safety and Inspection Service. 

Opening Statement 

When we have had you before this Subcommittee in the past, it 
has been to review the President’s budget request for the Food 
Safety and Inspection Service. The President has indicated that his 
budget submission is late and may not be delivered until April the 
8th. Having said that, we still have oversight responsibilities to 
carry out. And given the state of play on current budget issues, we 
are in a position to discuss with our panel the activities of the Food 
Safety and Inspection Service. 

Dr. Hagen, the work that you and all the men and women of 
FSIS perform on a daily basis on the behalf of consumers and tax- 
payers is unquestionably some of the most important work of the 
Federal Government across the spectrum. 

( 1 ) 
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Mr. Almanza, you started as an inspector, so you have seen first- 
hand the importance of the work that FSIS performs. I want to 
thank hoth of you for your work, for all the FSIS employees, their 
work that keeps the nation’s food supply safe and wholesome. 

At this time I would like to recognize the ranking member, Mr. 
Farr, and see if you have any opening comments. 

Mr. Farr. Well, thank you very much, Mr. Chairman. Congratu- 
lations on your chairmanship and your first reign of this Com- 
mittee, we look forward to these hearings. 

We are all faced with sequestration. We are having a lot of ques- 
tions about it. I guess the real impact I would like to hear you tell 
us is what needs to be done to give you a little more flexibility. Will 
that happen? I know that 80 percent of the cut is in salaries. I 
mean 80 percent of your budget is salaries and benefits. So you do 
not have a lot of wiggle room. But is there anything Congress can 
do — we have just given a lot of wig:gle room to the Defense Depart- 
ment, and we ought to be able to give some room to the Ag Depart- 
ment, particularly for first responders, which is what your ag in- 
spectors, meat inspectors, poultry inspectors, are. 

So, everybody is saying you have to live with this sequestration, 
however, it is just a decision. That is a wrong decision. We made 
it and we can change it. So if you have some ideas of how we can 
improve it, I would appreciate that. That is all. 

Mr. Aderholt. Thank you. Under Secretary Hagen, before I turn 
the microphone over to you, I would like to say there is a lot of de- 
bate surrounding sequestration, as Mr. Farr had just mentioned. I 
do not agree with the position that the Secretary staked out on the 
issue as he has been traveling across the country. And FSIS budget 
has increased by nearly $75 million since 2008 to over $1 billion. 
And while I realize this is a salary-intense agency, I hope that 
there is a reasonable and responsible way to meet the challenges 
of sequestration, while at the same time minimizing the impact on 
frontline inspectors and the industry alike. 

With that, I will turn it over to you. Dr. Hagen, and then to Ad- 
ministrator Almanza. And so, without objection, the text of your 
full statements will be included in the record. Dr. Hagen. 

Opening Statement 

Ms. Hagen. Thank you. Mr. Chairman, Ranking Member Farr, 
and members of the subcommittee, I am Dr. Elisabeth Hagen, 
Under Secretary for Food Safety. With me today is A1 Almanza, the 
Administrator for USDA’s Food Safety and Inspection Service. We 
thank you for the opportunity to discuss the agency’s policies and 
programs. 

When I appeared before this Subcommittee last March, I dis- 
cussed the FSIS strategic plan, which set specific goals for fiscal 
year 2011 through 2016, including annual benchmarks for reducing 
illnesses from meat and poultry. However, before highlighting some 
of our progress, I would like to outline our efforts to mitigate the 
effects of sequestration on consumers, industry, and the regulated 
industry and employees. 

Although the final funding levels for fiscal year 2013 are not yet 
determined, the projected FSIS sequestration amount is estimated 
to be $52.8 million, based on 0MB assumptions. By law, FSIS is 
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required to examine and inspect all livestock and poultry slaugh- 
tered and processed for food. At the end of fiscal year 2012, our 
frontline team included more than 8,600 dedicated employees and 
more than 6,200 establishments nationwide. Eighty percent of total 
FSIS funding is applied towards salaries and benefits, primarily for 
frontline personnel. An additional 15 percent is allocated to front- 
line travel, fixed support costs, and other inspection services. 

Given this formula, and given the advanced stage in the fiscal 
year, furloughs are unavoidable under a $52.8 million sequestra- 
tion scenario. I would like to make clear that furloughs will affect 
all FSIS employees, not just inspectors. Furloughing only non- 
frontline personnel would not produce a large-enough cut to meet 
the sequester requirement. Therefore, the current plan is for an 
across-the-board furlough for all employees for 11 days. In order to 
minimize the impact on our employees and the marketplace, we in- 
tend to apply the furloughs on non-consecutive days, to the extent 
possible. 

USDA and FSIS have taken extraordinary measures to reduce 
expenditures, including big cuts in conference and travel spending. 
While these measures have produced noteworthy results, they sim- 
ply are not enough to meet the sequester requirements. 

Despite funding challenges, FSIS continues to meet current and 
new statutory obligations. For example, we implemented an impor- 
tant part of the last farm bill when we signed our first cooperative 
interstate shipment agreement with Ohio last year and agreements 
with North Dakota and Wisconsin earlier this year. 

In addition to meeting our statutory obligations, we are always 
asking ourselves how we can better protect consumers. We know 
from CDC reporting that foodborne Salmonellosis rates have re- 
mained stagnant for years. And despite important steps and prom- 
ising trends in FSIS data. Salmonella illness estimates from meat 
and poultry reflect this trend. 

These numbers tell us that we must better align our activities 
with risk in order to reduce illness burden. That is why, this past 
December, we set new requirements for establishments to reassess 
their HACCP plans for ground poultry products to account for sev- 
eral recent Salmonella outbreaks caused by these products. This 
action will improve companies’ ability to identify hazards and bet- 
ter prevent illness. 

We are also developing a raw chicken parts baseline in order to 
collect data on the prevalence of key pathogens in the poultry prod- 
ucts most commonly purchased by consumers. 

In order to better align our activities with identified risks, we 
have proposed to modernize poultry slaughter inspection in a way 
that focuses our inspection activities and our workforce on those 
things that matter most for public health protection. Currently, 
many FSIS plant personnel are focused on looking for visible de- 
fects, despite the fact that we know that it is the pathogens they 
cannot see that are the true risk to consumers. 

Under this new proposed system, FSIS would focus on critical 
food safety tasks. The tasks related to quality assurance would be 
turned over to the company. FSIS would continue to inspect every 
carcass, as required by law. We estimate that the new poultry in- 
spection system would prevent at least 5,000 illnesses per year. 
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The need for modernizing our food safety system is evident. As 
our scientific knowledge of what causes foodborne illness evolves, 
we must ensure that our regulatory tools correspond with that cur- 
rent knowledge. Our proposal will help the agency respond to these 
challenges with greater efficiency. We estimate that taxpayers will 
save approximately $90 million over the next 3 years, and that in- 
dustry and consumers will enjoy a shared benefit of $250 million 
annually. 

The implementation of the Public Health Information System 
also provides us with another important tool to do our work better. 
This system supports a comprehensive, data-driven approach to in- 
spection, allowing us to identify food safety threats more rapidly 
and more accurately. 

We must also ensure that our in-commerce activities best align 
with risk. For example, FSIS is developing a proposed rule to re- 
quire retail operations to maintain accurate grinding records, 
which would greatly improve our ability to trace contaminated 
product from retail to its source. 

While our primary focus is ensuring that industry produces safe 
food, we can also prevent foodborne illness by collaborating with 
our federal and state partners and educating consumers. In this 
past year we have worked with federal partners and stakeholders 
on issues of pre-harvest food safety and consumer education, and 
we have sought opportunities to leverage resources when possible. 

In one visible example, FSIS, HHS, and the Ad Council have con- 
tinued our work on the Food Safe Families campaign, which edu- 
cates consumers about the risk of foodborne illness, and how to 
prevent it. For an investment of $2.8 million, the Ad Council has 
run a national, multi-media campaign worth an estimated $46 mil- 
lion. 

We are using many different tools to prevent foodborne illness in 
the most effective and efficient ways possible. Government can and 
should deliver more than people expect, and we are committed to 
doing so. 

Thank you for the opportunity to appear before you today, and 
we look forward to your questions. 

[The information follows:] 
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I ntroduction 

Mr. Chairman, Ranking Member Farr, and Members of the Subcommittee, 1 am Dr. Elisabeth 
Hagen, Under Secretary for Food Safety at the U.S. Department of Agriculture (USDA). With 
me is A1 Almanza, Administrator of USDA’s Food Safety and Inspection Service (FSIS). Thank 
you for the opportunity to discuss the status of the Agency’s programs and policies. 

When I appeared before this Subcommittee last March, 1 unveiled the FSIS Strategic Plan, which 
set specific goals for FY 2011-2016, including annual benchmarks for reducing the number of 
illnesses from Salmonella, Listeria monocytogenes, and E. coli 0157:H7 that are attributed to 
meat and poultry products. Before highlighting some of our progress toward these goals, I 
would like to outline our efforts to mitigate the effects of sequestration on our public health 
mission and on the industry tlrat we regulate. 

Se questration and Our Mission 

Because final FY 2013 funding figures have yet to be determined, FSIS is not able to predict the 
exact amount that will be sequestered. However, based on assumptions by the Office of 
Management and Budget, the projected FSIS reduction would be $52,8 million. 

By law, FSIS is required to examine and inspect all livestock and poultry slaughtered and 
processed for use in commerce for human food, and 8,678, or more than 88 percent, of the 
dedicated men and women that FSIS employed at the end of FY 2012 were protecting public 
health in 6,263 federally regulated establishments and elsewhere on the front lines nationwide. 
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Eighty percent of total FSIS fiinding is applied toward salaries and benefits, primarily for in- 
plant and other frontline personnel. An additional 15 percent is allocated to frontline travel, 
fixed support costs, and other inspection services; the remaining five percent of the Agency’s 
budget is for supplies and operating expenses. Given this formula of the Agency’s budget 
allocations, furloughs would be unavoidable under a $52,8 million sequestration scenario, 
implemented at such an advanced stage in the fiscal year. 

I would like to emphasize that furloughs will affect all FSIS employees; not just frontline 
inspectors. Restricting furloughs to non-frontline personnel would not generate a large enough 
cut to meet the sequestration target. Therefore, the current plan is for an across-the-board 
furlough for all employees for 1 1 days. Also, in order to minimize the impact on our employees, 
consumers, and industry, it is our intention to apply the furloughs on non-consecutive days to the 
maximum extent possible based on available time remaining in the fiscal year. 

USDA and FSIS have been taking extraordinary measures to reduce expenditures, including 
generating millions of dollars in efficiencies and significantly reducing the number of 
conferences and travel. While these cost-savings measures have produced noteworthy results, 
they do not attain the level of reduction required to meet the sequestration target. 

Implementation of Statutory Requirements 

Despite these funding challenges, FSIS continues to meet our statutory obligations. For 
example, FSIS implemented Section 11015 of the Food, Conservation, and Energy Act of 2008 
on August 8, 2012, when the Agency signed its first cooperative interstate shipment agreement 
with Ohio. FSIS also signed new agreements with two other States, North Dakota and 
Wisconsin, on January 1 1 and January 14, 2013. So far under these agreements, four Ohio 
establishments and one North Dakota establishment have shipped State-inspected and USDA- 
marked meat and poultry products across State lines. 

Salmonella 

In addition to meeting our statutory obligations, we are constantly asking ourselves how we can 
better protect consumers. 
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The Centers for Disease Control and Prevention reported in January that over the last few years, 
rates of foodborne Salmonellosis have remained stagnant. Our estimates of Salmonella illness 
from FSlS-regulated products mirror this trend, despite recent interventions and significant 
improvement in contamination rates measured by our verification testing. These numbers show 
that we must better align our activities with food safety risks. A multi-faceted effort will be 
necessary in order to achieve reductions in Salmonella rates. 

This past December, we set new requirements for establishments to reassess their Hazard 
Analysis and Critical Control Points (HACCP) plans for ground poultry products. Companies 
producing raw ground poultry products will be required to reassess their HACCP plans to 
account for several Salmonella outbreaks that were associated with those types of products over 
the past few years. This will improve a company’s ability to identify hazards and better prevent 
foodborne illness. 

We also are in the process of developing a raw chicken parts baseline that targets reducing 
Salmonella rates in other poultry products. This microbiological baseline study will provide us 
with important data on the prevalence and quantitative levels of certain foodborne pathogens, 
such as Salmonella, and microorganisms. 

Modernization to Improve Food Safety 

Another important method for preventing Salmonella illnesses is to align inspection with risk by 
modernizing poultry slaughter inspection. Our proposed inspection system would focus 
inspection on areas of poultry production that will have the biggest impact on public health. 
Currently, FSIS in-plant personnel perform quality assurance tasks such as looking for visible 
defects, but they are unable to detect invisible pathogens and microbes this way. Therefore, in 
establishments that choose to operate under this proposed new inspection system, FSIS would 
focus on critical food safety tasks, such as pathogen testing and verifying HACCP and sanitation 
standard operating procedures, and the quality assurance tasks would be turned over to the 
company. FSIS would continue to inspect every carcass, as required by law. We estimate that 
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the new poultry inspection system would avert about 5,000 illnesses from Salmonella and 
Campylobacter each year. 

The need for modernizing our food safety system is evident. As pathogens evolve, and as our 
scientific knowledge of what causes food-borne illness improves, we must ensure that our food 
safety system and our inspection process responds to these challenges. Scientific assumptions 
that were apparent in the 1 950s, when the Poultry Products Inspection Act was first enacted, are 
no longer valid, so we must ensure that our regulatory tools correspond with current knowledge. 

This is why modernizing the poultry inspection system is so important. Updating our inspection 
process would help the Agency prevent foodbome illness more effectively and efficiently. 

The implementation of the Public Health Information System (PHIS) also provides us with 
another important decision-making tool to enable us to protect public health more effectively, 
efficiently, and rapidly. This easy-to-use, web-based system integrates our data sources to 
support a comprehensive, timely and reliable data-driven approach to inspection that allows FSIS 
to identify food safety threats and emerging trends more rapidly and accurately. In January 
2012, FSIS completed a full implementation of the domestic component of the system, and we 
began implementation of the import component in spring 2012. In addition, after conducting 
tliree industry pilots and internal testing, FSIS began a staggered implementation of PHIS to 
industry users on February 25, 2013. 

Until we can ensure that no contaminated product is ever released into commerce, we must also 
align our in-commerce activities, such as traceback investigations, with risks. For example, FSIS 
is developing a proposed rule to require retail operations to maintain accurate grinding records of 
source materials and particular practices, which would greatly improve the Agency’s ability to 
trace products from retail back to slaughter facilities. 

Targeting Resources 

In addition to improving food safety, we must be good stewards of taxpayer money, and that is 
why FSIS continues to examine ways to target resources where they can be most effective. 
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For example, we estimate that modernization of poultry slaughter inspection would save 
taxpayers approximately $90 million over a three-year period after implementation begins. FSIS 
also believes that participating establishments will see lower production costs resulting in a 
shared benefit to consumers and industry of about $250 million annually. 

L everaging Resources 

While our primary focus is preventing foodbome illness by ensuring that industry produces safe 
food, we can also improve food safety by collaborating with our Federal partners and educating 
consumers. 

For example, we have met with our stakeholders to discuss about ways that we can promote 
good pre-harvest practices that will reduce the likelihood of contamination at slaughter. We also 
work with our Federal food safety partners to share food safety expertise and best practices. 

In addition to doing everything we can to ensure the safety of meat, poultry and processed egg 
products before they get to the store shelves, we feel it is also our responsibility to provide 
consumers with the tools they need to handle food safely at home. 

That is why FSIS, CDC, and FDA teamed up with the Ad Council to launch a national public 
service campaign called Food Safe Families, which educates consumers about the risks of 
foodbome illness and how to prevent it. For an investment of $2.8 million, the Ad Council has 
been able to run a national TV, radio, and print ad campaign worth an estimated $46 million. 

To better reach consumers and ensure that our food safety messages are better received by a 
larger audience, FSIS also utilizes various social and new media platforms to reach out about key 
food safety messages, such as recalls and safe food handling practices. 

FSIS actively disseminates food safety messages through its virtual food safety expert, Ask 
Karen; Twitter; Facebook; Blogs; and YouTube, and the followers are growing exponentially. 
The number of views of Ask Karen answers increa-sed from 444,000 in FY 201 1 to more than 1.1 
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million in FY 2012. The @USDAFoodSafety Twitter account had 332,600 followers at the end 
of FY 2012, representing a 66 percent increase over FY 2011. We are currently able to reach 
more than 390,000 followers with each tweet, and that number grows by about 2,000 weekly. 

Conclusion 

We are continually assessing whether we are doing our best to prevent foodbome illnesses in the 
most effective and efficient way possible. Government can deliver more than people expect, and 
we are committed to doing so. 

We at the Office of Food Safety and FSIS are one team, with one purpose, working toward a 
common and extremely important goal, I am proud to lead the FSIS workforce in its mission to 
protect public health. 

Thank you for the opportunity to appear before you today, and I look forward to your questions. 
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Mr. Aderholt. Thank you. Mr. Almanza. 

Mr. Almanza. I do not have prepared remarks; I’ll just submit 
them for the record. 

[The information follows:] 
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FOOD SAFETY AND INSPECTION SERVICE 
Statement of 

Alfred Almanza, Administrator 
Before the 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 


Introduction 

Mr. Chairman, Ranking Member Farr, and Members of the Subcommittee, I am Alfred Almanza, 
Administrator of the Food Safety and Inspection Service (FSIS), Thank you for the opportunity 
to discuss the status of the Agency’s work to ensure the safety of meat, poultry, and processed 
egg products and to prevent foodbome illness. 

During the last Congress, Under Secretary for Food Safety Dr. Elisabeth Hagen testified before 
this Subcommittee about the FSIS Strategic Plan, which details our goals for FY 201 1-2016, I’d 
like to highlight some of our progress, but first. I’d like to talk about who we are and what we 
do. 

Who We Are 

FSIS is the public health agency in the U.S. Department of Agriculture (USDA) responsible for 
ensuring that the nation’s commercial supply of meat, poultry, and egg products, whether 
domestic or imported, is safe, wholesome, and coixectly labeled and packaged. 

The dedicated men and women of FSIS all across the nation are vital to carrying out our mission. 
Of the 9,750 people that FSIS employed at the end of FY 2012, 8,678 of them were on the front 
lines protecting public health in 6,263 federally regulated establishments, in one of the three 
FSIS laboratories, at approximately 120 ports of entry, and in 150,000 in-commeree facilities 
nationwide. 
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What We Do 

Federal Inspection of Domestic Products 

Our mission is unique because much of it is mandated by law. FSIS enforces the Federal Meat 
Inspection Act (FMIA) and the Poultry Products Inspection Act (PPIA), which require the 
examination and inspection of all livestock (cattle, sheep, swine, goats, horses, mules, other 
equines) and poultry (domesticated birds, defined in our regulations as chickens, turkeys, ducks, 
geese, guineas, ratites or squabs) slaughtered and processed for use in commerce for human 
food, with few exceptions. FSIS also enforces the Humane Methods of Slaughter Act (HMSA), 
which requires that livestock be handled and slaughtered humanely. Livestock and poultry 
slaughter operations cannot operate without the presence of inspection personnel, and inspection 
personnel must also be present at least once-per-shift per day for meat and poultry processing 
operations. During fiscal year (FY) 2012, FSIS persormel inspected about 147 million head of 
livestock and 8.9 billion birds at slaugliter establishments nationwide. 

Under the Egg Products Inspection Act, FSIS also inspects processed egg products, which are 
primarily used as ingredients in other foods, such as prepared mayonnaise and ice cream, and by 
the food service industry, including hospitals and schools. During FY 2012, FSIS personnel 
inspected about 4 billion pounds of processed egg products. 

Federal Inspection of Imported Products 

FSIS also regulates all imports of meat, poultry, and processed egg products intended for use as 
human food. In fact, before imports of FSIS-regulated products are allowed, FSIS establishes the 
initial equivalence of every exporting country’s food safety regulatory system, on a product-by- 
product basis. 

Once a foreign food safety system is determined to be equivalent, FSIS inspects all meat, 
poultry, and processed egg products from that country at U.S. ports of entry. During FY 2012, 
FSIS personnel inspected approximately 3.1 billion pounds of meat and poultry products 
presented for import by 29 actively exporting foreign countries, and approximately 15.6 million 
pounds of processed egg products presented for import from Canada. 
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FSIS also conducts audits of the food safety systems of exporting countries to make sure that 
they continue to provide a level of food safety equivalent to the U.S. system. 

The Agency evaluates foreign inspection systems on an annual basis and performs its annual 
verification by reviewing any changes in the foreign country’s food safety system and the 
country’s performance in port-of-entry inspections. Based on these reviews, the Agency decides 
whether it can conclude that the country is maintaining equivalence, or whether additional 
Agency action is warranted. This performance-based approach allows FSIS to direct its resources 
to foreign food regulatory systems that potentially pose a risk to public health; make its 
international program more consistent with its domestic inspection system; and improve the 
linkage between port of entry re-inspection and on-site audits. During FY 2012, FSIS conducted 
on-site audits of 1 1 countries that are eligible to export meat, poultry and egg products to the 
United States and identified no significant equivalence concerns. 

Cooperative State Inspection 

Under authorities provided by the FMIA and PPIA, FSIS also ensures the safety of State- 
inspected meat and poultry products through cooperative agreements with State departments of 
agriculture. 

FSIS cooperates with 27 States to develop and administer State meat and poultry inspection 
programs that enforce food safety requirements that are “at least equal to” Federal requirements 
at about 1,700 establishments. These establishments can only ship or sell products within their 
State. 

FSIS also cooperates with three States - Ohio, North Dakota, and Wisconsin - to operate 
interstate shipment programs. FSIS signed its first cooperative interstate shipment agreement 
with Ohio on August 8, 2012, marking the implementation of Section 11015 of the Food, 
Conservation, and Energy Act of 2008. FSIS also signed agreements with North Dakota and 
Wisconsin, on January 1 1 and 14, 2013, respectively. For the first time, under these agreements, 
four Ohio establishments and one North Dakota establishment have been able to ship their 
products across State lines and nationwide. The Ohio and North Dakota departments of 
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agriculture enforce food safety requirements that are the same as Federal requirements and apply 
Federal marks of inspection at these establishments. No Wisconsin establishments have been 
selected yet to ship interstate under its program. 

Modernization 

FSIS continues to meet our statutory obligations, but we are constantly asking ourselves how we 
can better protect consumers. I began my career at FSIS as a food inspector in a small slaughter 
plant in Texas nearly 35 years ago, and as Admini.strator, 1 have taken what I learned in the field 
and used that knowledge to shape iimovations that are reducing the risk of foodbome illness 
from meat and poultry. 

Improving Food Safety 

As the Centers for Disease Control and Prevention (CDC) reported in January, comparing 201 1 
with the 2006-2008 baseline, the incidence of foodbome infections associated with key 
pathogens has decreased in some cases and increased in others. For example, although the 
incidence of infection was 26 percent lower for E. coli 0157, it was 14 percent higher for 
Campylobacter and did not change significantly for Salmonella. 

Since FSIS began measuring all illnesses from FSIS-regulated products, our Salmonella illness 
estimates have mirrored the stagnant CDC incidence, despite FSIS interventions. As long as 
people continue to get sick Ifom food, we must ensure that our inspection activities align with 
food safety risks. 

That is one reason why on January 20, 2012, we announced a proposed rule that would 
modernize the poultry slaughter inspection system by focusing inspection on areas of poultry 
production that will have the biggest impact on public health. The proposed system would build 
on the food safety improvements we made in 1 998, when FSIS began verifying that the industry 
is identifying and controlling pathogens through Hazard Analysis and Critical Control Point 
(HACCP) plans. Currently, FSIS in-plant personnel perform quality assurance tasks such as 
looking for visible defects, but they can’t detect invisible pathogens and microbes this way. 
Therefore, in establishments that choose to operate under this proposed new inspection system. 
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FSIS would focus on critical food safety tasks, such as pathogen testing and verifying HACCF^ 
and sanitation standard operating procedures, and the quality assurance tasks would be turned 
over to the company. FSIS would continue to inspect every carcass. We estimate that the new 
poultry inspection system would avert about 5,000 foodbome illnesses from Salmonella and 
Campylobacter annually. 

In the meantime, we have already made major strides toward reducing the incidence of 
foodbome illness. For example, to stay ahead of emerging risk and trends with Salmonella, FSIS 
has established a Strategic Performance Working Group, and its first series of meetings were 
dedicated to identifying potential interc'entions or actions to decrease FSIS-attributable 
Salmonellosis. 

On June 4, 2012, FSIS began testing for six serogroups of Shiga toxin-producing Jf. coU- 026, 
0103, 045, 0111, 0121 and 0145 - in addition to 0157:H7. Between January 1 and March 6, 
2013, for example, FSIS tested 575 samples of domestic and imported raw ground beef 
components for non-0157 E. coli, and only two of them were positive, both for E. coH 0103. 

Also just last month, we implemented our “hold and test” policy, which means that since 
February 8, meat and poultry establishments have held FSIS-sampled product from commerce 
until the test results have come back negative. This new policy will help to prevent meat and 
poultry products that test positive for dangerous pathogens from reaching store shelves or 
consumers’ tables. FSIS calculates that if this new requirement had been in place between 2007 
through 2010, nearly 20 percent of the meat and poultry recalls that occurred during that time 
would have been prevented, because the product would not have been released into commerce in 
the first place. 

Better Ensuring Humane Handling 

In addition to improving food safety, the Agency is also dedicated to ensuring that livestock are 
handled humanely throughout the slaughter process. FSIS ensures this through consistent, 
effective enforcement of the HMSA. We are continually implementing new measures to improve 
FSIS verification and enforcement of Federal humane handling laws. 
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One of the Agency’s Strategic Plan goals is to ensure that by FY 2016, 50 percent of livestock 
slaughter establishments have an effective, systematic approach to humane handling. We are on 
track, and I can report that as of September 30, 2012, 42 percent of livestock slaughter 
establishments had developed systematic approaches to humane handling verified by FSIS. 

We are also happy to report that USDA welcomed the first Humane Handling Ombudsman in 
July 2012. The Department-level Ombudsman serves as a neutral party, independent of FSIS, to 
whom FSIS field personnel and other stakeholders can report humane handling concerns when 
the standard reporting mechanisms do not adequately address outstanding issues. USDA has 
published a fact sheet about the Ombudsman and how to report concerns at: 
http://www.fsis.usda.gov/Fact Sheets/Humane Handling Ombudsman/index..as D. 

Targeting Resources 

We live in a time when everyone in government must do more with less. In addition to looking at 
how we can carry out our food safety mission more effectively, we must do everything in our 
power to be good stewards of taxpayer money. We know that there is more to be done and FSIS 
continues looking for ways to improve, innovate, and modernize, while targeting resources 
where they can be most effective. 

For example, we estimated that the previously mentioned modernization of poultry slaughter 
inspection would save taxpayers approximately $90 million over a three-year period after 
implementation begins. FSIS also believes that participating establishments will see increased 
productivity and lower production costs of about $250 million per year. Thus, industry will be 
able to reduce the end-price of poultry for consumers. 

Moreover, on October 1, 2012, FSIS consolidated its 15 district offices into 10. The 
consolidation integrated our administrative field staff and improved mission consistency by more 
evenly distributing the circuits, establishments, and FSIS employees that each district office 
oversees, while maintaining the same level of inspection in FSIS-regulated establishments. 


6 



18 


Leveraging Resources 

While our primary focus is preventing foodbome illness by making sure that industry produces 
safe food, we are constantly looking for other ways to improve the food safety system, with the 
help of our food safety partners and by educating consumers. 

Government and Stakeholder Partnerships 

FSIS has no regulatory authority over what happens before livestock and poultry reach the 
slaughterhouse gate, but when a consumer is eating a hamburger, they shouldn’t need to worry 
about who regulates what, and when. They just need to know that it’s safe to eat. 

We understand that everything we do at FSIS is affected by what happens before animals are 
brought to slaugliter, and that is why we are working with our food safety partners across the 
farm-to-table continuum to ensure that food is safe. We have met with our partners inside and 
outside of USDA to talk about ways that we can promote good pre-harvest practices that will 
reduce the likelihood of contamination at slaughter. For example, on November 9, 201 1, FSIS 
held a joint public meeting with USDA’s Animal and Plant Health Inspection Service and 
Agricultural Research Service on “Pre-Harvest Food Safety for Cattle,” and discussed how pre- 
harvest pathogen control strategies for animals presented for slaughter can reduce the likelihood 
that beef could become contaminated witli E. coli. Salmonella, and other pathogens. 

We also work with our Federal food safety partners to share food safety expertise and prevent 
duplication. For example, in January 2012, USDA and FDA signed a memorandum of 
understanding, in which we committed to sharing information we have collected related to 
foodbome pathogens, contaminants, and illnesses. That same month, FSIS, FDA, and CDC 
hosted a joint public meeting to discuss Federal efforts to advance tri-agency understanding of 
food source attribution and develop harmonized food source attribution estimates to inform 
targeted food safety strategies. The public meeting also introduced the Interagency Food Safety 
Analytics Collaboration, which was formed to collaborate on analytic projects. 

So while FSIS is doing its part to measure illnesses attributed to FSIS-regulated products, we are 
also aware that the products we regulate are only one piece of the food safety puzzle. We are all 
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tasked with reducing fbodbome illnesses, and we are working to combat the sources of these 
illnesses, no matter where they are and who regulates them. 

Consumer Outreach 

In addition to doing everything we can to make sure that food is safe before it gets to the store 
shelves, we feel it is also our responsibility to give consumers the tools that they need to handle 
food safely at home. 

That’s why FSIS, CDC, and FDA teamed up with the Ad Council to launch a national public 
service campaign called Food Safe Families. The Food Safe Families campaign utilized national 
TV, radio, and print ads - created pro bono by the ad agency JWT New York - to educate 
consumers about the risks of foodbome illness and how to prevent it. The campaign has had a 
big impact for a minimal investment, especially when you consider the costs of foodbome illness 
- whether in terms of lost job productivity or the costs of health care. For an investment of 
approximately S2.8 million, the Ad Council has been able to run a campaign worth an estimated 
$46 million throng donated media, resulting in exponential growth of our consumer education 
efforts. 

To better reach consumers on their terms and ensure that our food safety messages are better 
received by a larger audience, FSIS also utilizes various social and new media to reach out about 
key food safety messages, such as recalls and safe food handling practices. FSIS actively 
disseminates food safety messages through Twitter, Facebook, Blogs, and YouTube. 

The number of visitors to the virtual food safety expert. Ask Karen, nearly tripled in FY 2012, 
growing from 444,000 answers viewed in FY 2011 to more than 1.1 million answers viewed in 
FY 2012. FSIS attributes this in large part to converting its Ask Karen webpage into a smart 
phone application in the third quarter of FY 201 1 and continued promotion through FY 2012. In 
March 2012, Federal Computer Week recognized FSIS with a Fed 100 Award for playing a 
pivotal role through Ask Karen in the Federal IT community. 
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On March 6, 2012, FSIS launched Twitter feeds for each State and U.S. territory that provide 
tailored food safety alerts to consumers. Followers of these Twitter accounts receive alerts about 
meat and poultry recalls in their area, as well as information on how to protect the safety of their 
food during severe weather events. 

The @USDAFoodSafety Twitter account had 332,600 followers at the end of FY 2012, 
representing a 66 percent increase over FY 201 1 , We are currently able to reach more than 
390,000 followers with each tweet we send, and that number grows by about 2,000 weekly. 

FSIS hosted four Twitter chats during FY 2012, including one for Thanksgiving, one for 
Independence Day and summer grilling, one on food safety “myth busters” during National Food 
Safety Education Month, and a chat with Under Secretary Hagen as part of the Department’s 
virtual office hours series. 

More and more, we are using mobile technology to reach consumers where they are, whether 
they are at the grocery store, in the kitchen, or at the grill. Not only does the messaging reach 
more consumers; it requires fewer staff hours to operate than a hotline or a website. 

Conclusion 

We are continually looking at the FSIS organization and asking ourselves if this is the best we 
can do and if this is tlte most efficient way that we can do it. Government can deliver more than 
people expect, and FSIS is committed to doing so. 

We are one team, with one purpose, working toward a common and extremely important goal. 1 
am proud to lead such a committed workforce in its noble public health mission. 

Thank you for the opportunity to report on the status of FSIS programs, and to talk about the 
important work that our employees do every day to protect public health. 
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Mr. Aderholt. We will proceed with the hearing under a five- 
minute rule. Members will be recognized for five minutes in order 
of seniority at the dais at the beginning of the hearing, and then 
in order of appearance, alternating between the majority and the 
minority. 

We may have several rounds of questioning to allow ample time 
for everyone. So I would ask that everyone in the room, if you do 
have electronic device, if you could cut that off or put it on silent 
so that it will not disrupt the proceedings as we move through the 
Q&A. 


FURLOUGHS 

I would like to cut through some of the rhetoric that has sur- 
rounded FSIS furlough issue, and really try to figure out what the 
whole story is here, as it relates to frontline employees and the 
mandatory work that they perform in order to assure, as you men- 
tioned, that America’s meat, poultry, and egg products continue to 
be the safest in the world. 

Secretary Vilsack traveled the countryside, telling folks that fur- 
loughs could last up to 15 days, that many of those dates would 
be consecutive, and the economic loss to the economy could be up- 
ward to $10 billion. More recently, however, the Secretary told the 
House Ag Committee on the authorizing side that the furloughs 
could now be 10 to 11 days. 

You are, of course, the under secretary for FSIS. Could you tell 
the subcommittee what your assessment of the furlough situation 
would be? 

Ms. Hagen. Mr. Chairman, at this point the correct answer is 
that we are looking at 11 days. Now, that number has some flexi- 
bility. As we look for continued opportunities to save money as we 
put hard hiring restrictions in place, it is certainly possible that we 
could see that number get a little bit smaller. But 11 days is what 
we are looking at here. 

Mr. Aderholt. Could you clarify for the committee? Will these 
furloughs be consecutive? Will they spread out over a period of 
time? And what the period of time that you are anticipating these 
furloughs to occur. 

Ms. Hagen. Sure. Thank you, Mr. Chairman. At this point it is 
absolutely our intent to tiy to make these non-consecutive days. 
We want to minimize the impact on the marketplace, we want to 
minimize the impact on our employees. This is very difficult to ab- 
sorb for anybody. 

And so, to the extent that we are able, we intend to spread these 
furlough days out over non-consecutive days. As we discussed when 
we met in your office, we do have some constraints when it comes 
to our collective bargaining agreements, requirements that we have 
in terms of notifications, in terms of the right to oral conferences, 
things like this, that put us in a bit of a different position than 
some other agencies. But at this point in time, that is what we are 
looking at: eight, hopefully non-consecutive days. And we think 
that this would likely start mid-summer some time. 

Mr. Aderholt. When a furlough day occurs, will the entire FSIS 
workforce who are anticipating in the furlough have to take the 
same day, or will you be able to manage furloughs in a responsible 



22 


manner that will stagger USDA operation, and so that would mini- 
mize the impact? 

Ms. Hagen. At this point we are looking at furloughing every- 
body on the same days. We actually think that is the most respon- 
sible and we think it is the most equitable. It is hard, when you 
look at how integrated inspection is in this day and age, all the 
support that is required for frontline inspection, to think about fur- 
loughing administrative staff at a different time from frontline in- 
spectors, or trying to roll the furloughs throughout the country, it 
is hard to think of how we would have an equitable impact on the 
regulated industry. If we were to do it by just class or establish- 
ment size or geographic location, someone is going to get the short 
end in that deal. 

Mr. Aderholt. As you mentioned in your comments, the fur- 
loughs would begin, you say, somewhere mid- July? Some time in 
July? 

Ms. Hagen. That is what we are anticipating, Mr. Chairman, 
based on the requirements that we have in our collective bar- 
gaining agreement. It is just an estimate, and things could always 
happen sooner if we are able to move through that process more 
quickly. But that is what we are estimating. 

FURLOUGH DAYS FOR INSPECTORS 

Mr. Aderholt. Correct me if I am wrong, but if we are talking 
primarily about people who make somewhere in the range of 
$32,000 to $40,000 per year, if this is the case, then how many 
days per pay period will inspectors have to be furloughed? 

Ms. Hagen. At this point we are looking at two days per pay pe- 
riod. Is that right? One day per week. 

Mr. Aderholt. One day per week. Can you give the sub- 
committee a scenario in which FSIS could move through the fur- 
lough days earlier in the fiscal year to minimize the impact that 
it would have, both to the inspector and also to the industry? 

Ms. Hagen. Is it all right if I ask Mr. Almanza to take that? 

Mr. Aderholt. Please. 

Mr. Almanza. So as we move through the process, we have a 
bargaining agreement that we have to comply with. And in that 
time we have already notified the union of the notice to bargain. 
That would be 15 days in which we come to an agreement as to 
when the bargaining would occur. We have not been notified as to 
whether we will bargain or not. The union has not notified us of 
that. 

We are anticipating bargaining to occur, if they request bar- 
gaining, some time in April. So, if that comes to an agreement 
rather quickly, then we could expedite the notification of our em- 
ployees, which is a 30-day period. We notify all our employees of 
what the agreement with the union is. And then we start with the 
oral conferences of the employees that request them. 

Mr. Aderholt. Mr. Farr. 

FURLOUGH IMPACT ON TRADE 

Mr. Farr. Mr. Chairman, I have to say that walking in this 
building, this whole process of sequestration just infuriates me. It 
was totally unnecessary, it is a partisan tool, it was picked up, and 
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now we are implementing. We had people waiting in line to get 
into this building, trying to come in here to petition their govern- 
ment, and they can’t get in. They have to wait a half-hour. It is 
like waiting for voting. This country is just falling apart with this 
cut, squeeze, and trim mentality that we have in this House — right 
now. 

And here we are, with this key requirement in our country that 
meat and poultry has to be inspected before people can consume it, 
a great thing. And we are talking about how do we lay these people 
off. 

It seems to me that the consequences are, just like the lines out- 
side, you are going to have a scarcity of resources — you are not 
going to have as much meat processed and poultry processed. 
Therefore, price is going to go up. Supply and demand. 

Is this going to put a greater pressure on imports? Are the im- 
ported product going to be able to come in a lot cheaper because 
they don’t have to wait in line to get the inspections? We have 
some great concerns about imports, and Ranking Member Rosa 
DeLauro is chairing her own committee right now. She beat on the 
Chinese chicken to the point that it would infuriate you. 

But I just think that what frustrates me is that this isn’t nec- 
essary, and that as we learn the problems we can make corrections. 
I come from a state that went through this because of partisan 
gridlock, took a two-thirds vote to make any decision. The state 
couldn’t get those votes, went into furloughs. Have you learned any 
lessons from California? I mean they have a lot of first responders. 

And does this furlough affect those states with equivalency 
agreements — in a few states you have your meat inspection con- 
tractor through the state. Isn’t that correct? I mean you have given 
the authorities for the states to run the federal program. So what 
happens to those states in furloughs? You have a contract with 
them. Are they exempted? 

Again have we learned? What happened in California, politically, 
is that people got so fed up with it they threw all the Republicans 
out of office and they — went out and voted for taxes by statewide 
ballot. And so I think some day we are going to get over this, too. 

But I am concerned — as you know, as this Committee’s Ranking 
Member, which is responsible for the budgets of the USDA and 
FDA, we are here talking about how we are going to manage food 
safety through a lot of uncertainty and chaos, which has got to cre- 
ate market disruption and all kinds of unintended consequences, 
like possibly states that are going to be severely affected by it. 

So, if you could answer those questions, I would appreciate it. 

Ms. Hagen. Thank you, Mr. Ranking Member. I think the points 
that you wanted us to address were imports and how states would 
be affected and whether we had learned any lessons from a state 
like California. 

Import inspection will be affected, just as domestic inspection 
will be affected. So I think there will be market disruptions, and 
I can’t speculate on whether there will be a desire to bring more 
food into the countp^. But import inspections will be impacted as 
well, because those inspectors will also be furloughed. 

As far as have we learned anything from California 

Mr. Farr. So does that reduce the amount of imports? 
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Ms. Hagen. It means that I-Houses will be shuttered on the 
same days that — or that our activities will not be able to be per- 
formed in those I-Houses on the same days that other establish- 
ments will not be operating. 

Mr. Farr. Does that have some treaty issues and treaty viola- 
tions? Are we going to now, like we did with that damn cotton in 
Brazil, have to pay — what was it, $150 million a year to offset 
WTO violations? 

Ms. Hagen. I would have to take that question back to our col- 
leagues at the Department. But I can tell you that import inspec- 
tions will be impacted. Just as domestic products cannot leave es- 
tablishments without the mark of inspection, imported product can- 
not leave those import houses without having gone through our 
system and having been looked at by our inspectors. 

Regarding your question about whether we have learned any les- 
sons from California, this is a blunt instrument. We don’t have the 
flexibility to be able to do things differently than we are doing 
them. We have taken just really unbelievable number of steps in 
order to reduce our spending and to just do things more effectively 
and efficiently at FSIS. 

We reduced our fiscal year 2013 budget allocations. We have dra- 
matically reduced conference and travel spending. We have elimi- 
nated positions at headquarters. We have, you know, put a hard 
hiring freeze on. We have done all kinds of things. But that is not 
going to give us the money that we do not have under sequester. 
That is not going to give us any kind of flexibility to be able to do 
what we cannot do. 

And the last thing, I wanted to address your question about 
whether it impacts states. Absolutely, this will impact states. And 
when we have to cut every line item across the board, we will be 
impacting our support to state programs. 

[The information follows:] 

Furlough Impact on Imports 

As I stated in my testimony, given FSIS’ budget allocations, furloughs would be 
unavoidable under a sequestration scenario. In turn, furloughs would affect FSIS 
import inspections and limit available meat and poultry coming into our country. 
It is possible that an impact on meat and poultry imports due to furloughs may be 
construed as an international trade issue. 

Mr. Farr. Are there legal liabilities for doing that? 

Ms. Hagen. Our legal team has looked at these issues repeatedly 
and feels that our interpretation of the statutes is correct. 

Mr. Farr. So the states cannot sue for you not living up to your 
contract obligations? 

Ms. Hagen. To your specific question, Mr. Ranking Member, I 
would have to take that back and get an answer. But certainly our 
legal team has looked at these issues from multiple different per- 
spectives. 

[The information follows:] 

Furlough Impact on States 

The authorization language for the primary cooperative state meat and poultry 
inspection program authorizes FSIS to reimburse “up to” 50 percent of approved 
state expenses. FSIS could therefore legally reimburse state costs at a lesser per- 
centage than 50 percent. 
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Mr. Aderholt. Mr. Latham. 

SEQUESTRATION IMPACT 

Mr. Latham. Thank you, Mr. Chairman, and congratulations on 
your new position here, and the ranking member. Welcome. 

You know, when the President insisted upon sequestration and 
the Budget Control Act, were you notified? Were you told to make 
any preparations? Did they consult with you to find out what the 
ramifications were going to be? 

Ms. Hagen. Did the President personally consult with me? 

Mr. Latham. Did anyone from the White House consult with you 
as to what was going to happen when his policy went into place? 

Ms. Hagen. Certainly, Congressman, everybody in the Adminis- 
tration has been aware that there was the threat of sequestration 
for some time now. And, as I just outlined, we have taken a lot of 
steps to be able to prepare, not just with the threat of sequestra- 
tion, but just to manage our fiscal house better than we have, you 
know, in years and decades past. So certainly, people were pre- 
pared that this could happen. But I think no amount of preparation 
can put us in a position to be able to absorb $53 million in cuts 
6 months into a fiscal year. 

Mr. Latham. Have you been told to make it as painful as pos- 
sible, like other parts of the USDA? 

Ms. Hagen. Absolutely not. Absolutely not. 

Mr. Latham. Because, you know, the statement was that, well, 
it is going to be all this terrible stuff out here. We want to make 
sure that it is as bad as possible. Have you ever been told that? 

Ms. Hagen. I am not aware that any statements like that have 
been made within USDA. And certainly no statements like that 
have been made to me. As I have told the members of the sub- 
committee this morning, we simply don’t have the flexibility to do 
anything else at this point. 

Mr. Latham. When there was a threat of a government shut- 
down, Mr. Almanza said that what would happen — because if the 
government shut down — I am quoting — “would impact business. 
We are making plans for an orderly shutdown, but food safety will 
continue in the absence of appropriations.” 

Is — there is no contingency plan out there. There was no — and if 
you have an emergency, is there a plan? 

Ms. Hagen. Congressman, there is absolutely a plan, but it is a 
completely different scenario when we are talking about a lapse in 
appropriations, where we expect that eventually funding will be 
provided and people can be reimbursed. In this situation we are 
looking at mandatory, permanent cuts. 

Mr. Latham. Right. 

Ms. Hagen. And we are prohibited by law from spending money 
that we don’t have. We also can’t have people work for free. 

Mr. Latham. When did you start making decisions as to when 
these policies were going to be put in place? 

And I still do not understand why you cannot have rolling fur- 
loughs that you would not disrupt inspections. 

Ms. Hagen. So we have been doing as much financial planning 
as we can. 

Mr. Latham. Since when? 
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Ms. Hagen. Really since Mr. Almanza and I have been a team 
in the Office of Food Safety. For the last three years we have been 
trying to manage things in a conservative fashion. 

Mr. Latham. Having to deal with sequestration? 

Ms. Hagen. As I said, no amount of financial planning could pre- 
pare us to be able to absorb $52.8 million in cuts 6 months through 
a fiscal year. 

Mr. Latham. Have you talked to the White House, why they in- 
sisted on it? 

Ms. Hagen. I have not personally talked to the White House. I 
think that Congress can solve this problem. 

Mr. Latham. But the President proposed and insisted it be in the 
Budget Control Act, but you haven’t talked to him about the rami- 
fications. 

Ms. Hagen. I think the President is well aware of the ramifica- 
tions. 

Mr. Latham. But you haven’t talked to him? 

Ms. Hagen. I have not spoken to the President personally about 
this, no. Congressman. 

FURLOUGH implementation 

Mr. Latham. Why cannot you have rolling? 

Ms. Hagen. Well, there are a number of reasons. When you look 
at the complexity of what we do in the scheduling of 8,600 people 
in 6,200 establishments nationwide, ensuring — at this point we are 
not concerned about the safety 

Mr. Latham. So you are going to shut them all down at once, 
rather than to roll through it so that they can continue operations? 

Ms. Hagen. Well, if I may explain a bit of our reasoning behind 
that, at this point we are not worried about the safety of these 
products, and that is one thing that will protect producers and pro- 
tect packers and processors, because the product cannot go out the 
door without the mark of inspection on it. So we are not worried 
about the safety of the product. 

When we begin moving people around to assignments that they 
have not had, training them for assignments that they don’t nor- 
mally work in, when we have to expend money on travel to move 
people to cover something like that, then we start to worry about 
food safety, and then we are looking at spending even more money 
that we do not have. 

But the main concern driving that is being fair and equitable, so 
that if we start in one part of the country or we start in one par- 
ticular product class, or one type of establishment, and that par- 
ticular sector gets impacted, if this gets worked out at some point 
along the way someone has taken a hit that someone else isn’t 
going to take. So there was no way to produce a fair and equitable 
impact by rolling this across the country. So it is really those two 
issues 

Mr. Latham. So shutting down everything is fair and equitabler; 
working through it would not be. 

Ms. Hagen. This is not a situation that we ever wanted to find 
ourselves in. And so we are trying to manage it to the best extent 
that we can and in the fairest way possible. And part of doing that 
is doing non-consecutive days so that we can keep animals moving 
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through the animal pipeline, albeit slower. We think that is a lot 
better than shutting down everything for consecutive days or con- 
secutive weeks. 

Mr. Latham. I am out of time. Thank you, Mr. Chairman. 

Mr. Aderholt. Mr. Bishop. 

SEQUESTRATION MANDATE/FLEXIBILITY 

Mr. Bishop. Thank you very much. Dr. Hagen and Mr. Almanza, 
I certainly appreciate the tremendous challenge that your agency 
faces with regard to food safety. But what you are doing is really 
in compliance with the directive from Congress under the Budget 
Control Act. Is that correct? 

Ms. Hagen. That is correct, sir. 

Mr. Bishop. And what the Office of Management and Budget and 
what the President has undertaken is really compliance with the 
mandate from Congress. Is that correct? 

Ms. Hagen. That is correct, sir. 

Mr. Bishop. So it is really not the President’s sequester, it is the 
responsibility that the — or the mandate that the congress has 
placed upon the executive branch to implement these cuts, these 
painful cuts, the cuts that may very well cause some real problems 
for the consuming public. 

You talked about the fact that in the implementation of the se- 
quester the — ^you did not have the flexibility that would allow you 
to do it in a less painful manner. Are you familiar with the con- 
tinuing resolution that the Senate has adopted, which includes the 
agriculture appropriations bill? Does that — as compared to the CR 
that passed the House, does that provide any additional flexibility, 
were the Senate version to become law? Does it give you any more 
flexibility than the CR that came out of the House? 

Ms. Hagen. At this point. Congressman, we don’t feel that we do 
have more flexibility. I understand there are discussions about 
ways in which that could be achieved, but no. 

Mr. Bishop. What I am asking is the bill that has been drafted 
in the Senate, as I understand it, includes Agriculture, among 
other agencies, which the House maintained the same level of fund- 
ing for Agriculture as it did in, I think, 2012. 

Ms. Hagen. That is correct. 

Mr. Bishop. Prior to the implementation of the sequester. But for 
military construction and for defense some flexibility was given to 
reprogram some of the accounts which the agencies — those two 
agencies — indicated would be very, very helpful to them, although 
they would still experience pain. But it would give them a little bit 
more leeway to deal with what they had to do. 

And what I am asking is the Senate apparently is moving on a 
track and they have developed a CR which the Senate Appropria- 
tions Committee has taken up which includes Agriculture, and 
which, obviously, would include your agency. Would that piece of 
legislation that they are working on and the concepts that they are 
working on, would that give you more flexibility, since you men- 
tioned in your testimony the lack — in response to the questions — 
the lack of flexibility, will that give you a little more flexibility 
than — not necessarily all that you would like to have, all the re- 
sources that you would like to have, but would it give you more 
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flexibility to deal with the impending exigencies that you are faced 
with? 

Ms. Hagen. My understanding of that, of the Senate version of 
the CR, Congressman, is that it would not give us additional flexi- 
bilities. The funding levels are different, but it would not give us 
additional flexibilities. If I am incorrect in that interpretation, we 
will certainly correct that for the record. 

PROPOSED USER FEES 

Mr. Bishop. All right. Let me go back to the fiscal year 2013 
budget was a proposal to generate approximately $13 million in 
new user fees — that was the submission from the Administration — 
as well as in the two previous budgets, which included a user fee 
to be collected from the establishments for additional inspections 
due to failure in performance by the covered establishment, and a 
food safety services user fee that would recover part of the cost for 
providing the FSIS services at the establishments and the plants. 

Are you — should we expect a similar proposal this year? 

Ms. Hagen. As you know. Congressman, I cannot comment on 
what is contained in the President’s 2014 proposal. But you are 
correct, we have put up user fee proposals in previous years. 

Mr. Bishop. I am sorry? 

Ms. Hagen. You are correct that we have put up user fee pro- 
posals in previous years, but I cannot comment on what is in the 
2014 request. 

Mr. Bishop. Were you to have the additional user fees, would 
that help your situation? 

Ms. Hagen. I don’t see how user fees would help the situation, 
no. 

Mr. Bishop. Well, how would they have helped in the previous 
budgets that were submitted? 

Ms. Hagen. User fees were submitted — we had two different 
types, but the type I think that folks are most familiar with would 
be sort of a for-cause user fee, where if a plant was involved in an 
outbreak or an investigation and it required additional taxpayer- 
funded resources in order to solve the problem, solve the outbreak, 
that the plant could be charged back. Those user-fee proposals have 
never been approved by Congress. 

But that is not what we are — that is not the need that we are 
talking about for — here, when we talk about sequestration. 

Mr. Aderholt. Mr. Rooney. 

FURLOUGHS 

Mr. Rooney. Thank you, Mr. Chairman. I think that, you know, 
before I ask you a question, I think that this idea that we are get- 
ting into a back-and-forth over, placing or trying to infer that there 
is a blame game with sequester and the implications, I think that 
we can all agree that it is bad. None of us up here want to go 
through what we are talking about. And now we are trying to fig- 
ure out the best way forward to deal with the situation. 

You know, we can drive ourselves crazy trying to figure out 
whose idea it was or who the blame should rest on, but the fact 
of the matter is that the people I think that are not only in this 
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room but who are interested in this hearing would like to know 
how we are going to move forward. 

So with that I will just say or ask, if I could, during the past gov- 
ernment shutdowns and preparations for shutdowns, FSIS declared 
inspectors “essential employees,” who would remain on the job, de- 
spite furloughing other positions. The Agency never indicated the 
inspection system would be incapable of operating in this manner 
for a short period. Moreover, the Agency routinely provides inspec- 
tors for weekends and overtime shifts. 

That being said, I think you sort of addressed some of this al- 
ready, why does FSIS take the position that the inspection system 
cannot function temporarily without all supporting operations run- 
ning at full capacity? 

Ms. Hagen. Thank you for your comments and your questions. 
Congressman. 

In the past we have designated or identified employees as being 
essential or excepted from a shutdown scenario. We are not talking 
about a shutdown scenario, we are not talking about a lapse in ap- 
propriation. We are talking about permanent mandatory cuts. We 
cannot — we are prohibited by fiscal law from spending money that 
we do not have. We do not have enough money to do the work. And 
we cannot ask people to work for free. So this is a different situa- 
tion than we are in when we have a shutdown. 

And I think the second part of your question was about overtime. 
We are not aware of any mechanism by which inspectors could be 
paid in an overtime fashion because they are not considered to be 
in overtime status until they have worked 40 hours. So this is 
something that we have been asked, it is something that we have 
looked at, and it is the opinion of our legal team that that is not 
something that can be done. 

Mr. Rooney. Thank you, Mr. Chairman. 

Mr. Aderholt. Ms. Pingree. 

SEQUESTRATION 

Ms. Pingree. Thank you, Mr. Chair. Congratulations on being 
the new chair, and thank you for welcoming me to your Sub-com- 
mittee. I am very pleased to be here and I was very pleased to visit 
your home state of Alabama. I did not expect I would coincidentally 
get to see your home state. It was nice, it was a great trip. 

So, thank you very much for being here today, and it is a pleas- 
ure to hear some of your testimony and some of the challenges that 
you are facing. I did not intend to weigh in on the sequester, and 
I appreciate how you have laid out, you know, what has got to be 
a very challenging situation. When you think about the essential 
needs of food safety and the importance to our country of having 
this food inspection system, and how you figure out going about 
those cuts, I do not have any better suggestions for you. 

And the only thing I would say to some of my colleagues — and 
I appreciated Mr. Rooney saying this — you know, and I think it is 
appropriate to just try to figure out who is to blame, here. Congress 
voted for this act. I am actually very proud to say I did not vote 
for this. I did not believe that the Budget Control Act was the way 
that the Congress should conduct its business. And I think, like 
many Members of Congress, we had been hoping that we would 
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come to a completely different solution, as in people would come to 
their senses about a right way to go about cutting our deficit, and 
we are not there yet. 

And it is, I know, an extreme burden on budgets across state 
government, and an issue that many of us are dealing with in our 
home states. So I am sorry you have to be in this situation. I see 
how dramatically different it is from a government shutdown. 
These are permanent, long-term cuts. And if we are going to care 
about the future of food safety in this country and some of the huge 
challenges that do mean life or death and how to handle them ap- 
propriately, we are going to have to pay a lot of attention to how 
we handle this in the future. 

I really want to use this opportunity to ask some substantive 
questions about the work you do. It is my first opportunity to really 
get to know your department better. And coming from the state of 
Maine, as many people do, we have lots of issues in our home state 
and are interested in how we interact with FSIS. 

SALMONELLA OUTBREAK 

We talked to you about this a little bit in December 2011. We 
had a pretty serious outbreak of Salmonella. They are all serious, 
but this one garnered a lot of attention in a grocery chain in our 
state, and affected several individuals in Maine and dozens around 
the country. Now, you conducted a thorough investigation of the 
outbreak and determined that, because of the current grinding 
rules in place, and because they were voluntary, there wasn’t 
enough complete information to determine the origin of the con- 
taminated beef 

I found people who talked to me about this situation, in fact, 
were shocked, given our current system of food safety, that infor- 
mation wasn’t available, and that, in fact, you could say to some- 
one, “We really just don’t know where it came from.” I know you 
brought this up today, and I know we are in the rulemaking proc- 
ess. I am very supportive of the idea that you are working on those 
rules, and I have also brought forward to the USDA some of the 
concerns I have of how you do this in a way that also treats the 
small retailers in a way that they are not unable to continue doing 
business. 

So, can we talk a little bit about this? I would love an update. 
I get asked all the time about when this rule is going to be fin- 
ished. It is 15 months since that outbreak. And back in my home 
state people are saying, “Hey, did you ever fix that problem? Does 
it require another piece of legislation?” Where are we with that? 

Ms. Hagen. Thank you for your question. Congresswoman. Yes, 
we think this is important. For some time we have been aware of 
what an impediment poor record-keeping can be to solving an out- 
break. It is a problem for public health investigators in order to — 
so we have people get sick associated with a retail chain. If we 
don’t know what went into that product, we can’t tell what the ulti- 
mate source is, we can’t mitigate the scope of the impact to the ex- 
tent that we would like to. It also is a problem for the retailer, be- 
cause they end up with the liability from those illnesses and that 
contaminated product. So we do think it is important to have accu- 
rate record-keeping. We have been working with the regulated in- 
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dustry for some time to try to find ways that we can do this volun- 
tarily. We think that it is time that a requirement be codified. 

And to your concern or question about doing this fairly with dif- 
ferent size establishments, I think that the proposed rule that we 
will eventually put forward will take that into account, and will set 
forth what we think is important in accurate record-keeping, why 
we think it is important, and will allow flexibility on how different 
size and types of establishments get there. 

Ms. PiNGREE. Well, I appreciate that, and I will certainly be fol- 
lowing that closely, since we have a variety of everyone, from large, 
international retailers based in our state to people who like to sell 
directly to the consumers who follow clean and healthy practices, 
but need to be able to continue that, and consumers who really 
want to have that opportunity. 

Again, given that it is 15 months since that outbreak, and in con- 
versations that we had at that point, we gave our constituents the 
sense that, you are working on this. Can you give me just a little 
more of the timeline of the rule-making process, or where you are 
with developing a rule? 

Ms. Hagen. Sure. It is always hard to give a firm timeline, but 
this is a priority piece of policy for us. And we hope to have a pro- 
posal ready to head over to the Office of Management and Budget 
in the next few months. That is probably the best I can tell you. 

Ms. PiNGREE. Great. Well, we will certainly be staying in touch. 
And thank you very much. Thank you, Mr. Chair. 

Mr. Aderholt. Mr. Fortenberry. 

SEQUESTRATION BACKGROUND 

Mr. Fortenberry. Thank you, Mr. Chairman, for conducting this 
important hearing. And as our first official hearing under your 
leadership I want to say I look forward to serving with you and ap- 
preciate your willingness to be so generous in welcoming me to the 
committee. 

Dr. Hagen and Mr. Almanza, thank you for appearing today. 

I think it is important to back up and have a little bit of a his- 
tory lesson here on the sequestration process. Over a year-and-a- 
half ago we bumped up against a debt ceiling which, in the past, 
has been a routine measure in which Congress undertakes to raise 
the amount of borrowing authority that the Administration can 
have. But given the fact at that time we were around $16 trillion 
in debt, the overall size of the output of the economy — this year we 
will probably approach $17 trillion — the debt ceiling became a focal 
point, an important focal point of a debate about the fiscal future 
of this country. 

And so, I voted to increase that debt ceiling. But there was a deal 
that was put in place that we were only going to increase it by an 
amount that was less than the amount of spending reductions that 
went into effect. 

The second negotiated point was that there was going to be a 
supercommittee, which was charged with the task of trying to 
break through the Administration’s and the legislative branch’s 
logjam on how do we properly reform our tax code, as well as un- 
dertake constructive spending reductions to get this fiscal house in 
order. 
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The third part of that agreement was if the — to give an incentive 
to the supercommittee to act, and the rest of Congress, we would 
entertain a sequestration process, which is a big, fancy Washington 
word for automatic spending cuts, which were supposed to be so 
distasteful to everyone involved because they disproportionately af- 
fect military and military infrastructure, but your work as well as 
all the other what we call discretionary, non-defense discretionary 
components of the government, that there was going to be a real 
motive to get this done. 

Well, the supercommittee failed, and here we are. So we are hav- 
ing to deal with, yes, a clumsy way in which to go about the nec- 
essary reductions in spending, and we wish that were not so, and 
we will continue to look for a more appropriate way to get the fiscal 
house in order with the proper amount of flexibility to reduce 
spending in the right way. But we are where we are. 

So I think it is important that we all understand where this 
came from. It was the President’s original idea, supported by Con- 
gress. So we are in full partnership on this. 

FURLOUGH IMPACT 

With that said, if you shut down your inspections on a contin- 
uous basis, will that disrupt the nation’s food supply and under- 
mine the food safety of our nation? 

Ms. Hagen. Thank you for your question. Congressman. I think 
it potentially will disrupt the nation’s food supply. I cannot tell you 
to what extent, but I think there could certainly be shortages. 

We differ from FDA in terms of our statutory obligations for in- 
spection. We are required to be in every slaughter and processing 
facility every single day. And for establishments that slaughter 
livestock and poultry, we have to be there for the entire duration 
of operations. 

So, this is an enormous economic impact if we have to furlough 
our entire workforce. We do not think that this is going to have a 
food safety impact, because the product still has to be inspected 
and passed. It cannot leave establishment, it cannot be slaugh- 
tered, it cannot be processed, and it cannot get the mark of inspec- 
tion on it without our people there. 

So at this point I think what we are looking at is an enormous 
economic disruption, not only to the regulated industry, but to the 
people who work for that industry and to the consuming public. 

Mr. Fortenberry. All right. So, you have broken up the answer 
into two parts. Yes, safe food, but a disruption, potentially, on sup- 
ply- 

So, with that said, why this format for dealing with the reduc- 
tions that have been proposed to your agency? 

Ms. Hagen. We don’t have any other format available to us. Con- 
gressman. We have — 88 percent of our workforce is frontline work- 
force. And we have — 80 percent of our budget goes to salaries and 
benefits, 15 percent of the budget on top of that goes to other fixed 
costs. That leaves us about five percent money to do operating ex- 
penses and supplies. We are halfway through a fiscal year. We are 
talking about nearly $53 million. There is no other way to come up 
with that kind of money, other than to furlough our workforce. 
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Mr. Fortenberry. Now, if you did not do this continuous reduc- 
tion or shutdown of inspections, and you asked — I think this gets 
into what you were inferring, Mr. — I am sorry, I am going to look 
at your name again — ^Almanza? 

Mr. Almanza. Yes. 

Mr. Fortenberry. In terms of union negotiations. What other 
flexibility do you have, in terms of overtime, which, as I under- 
stand it, would then be picked up by the industry? 

Ms. Hagen. We don’t think that we have any other flexibility. 

Mr. Fortenberry. Well, that is kind of why we are here, to hear 
what other options there are. Because the twofold purpose of the 
agency, obviously, is safe food supply but an adequate food supply, 
as well. 

Ms. Hagen. If we thought there were other options we would 
have pursued them. We don’t think there are any other options on 
the table. 

Again, when you look at how our budget is structured, and you 
look at where we are in the fiscal year and how large of a target 
we have to meet, these are mandatory, permanent cuts. We don’t 
see any other way forward. 

BUDGET INCREASES 

Mr. Fortenberry. What is the increase of your budget that you 
have received over the last five years? 

Ms. Hagen. I would have to bring that number back to you. I 
don’t have it with me. 

Mr. Fortenberry. It is substantial? 

Ms. Hagen. I don’t know if I would call it substantial, no. But 
it has actually come down since 2010. 

Mr. Fortenberry. You have an answer to the question? 

Ms. Hagen. We don’t have a strict percentage increase, but we 
can certainly get that for you, for the record. 

Mr. Fortenberry. Five years I would like to see, if you would, 
please. 

Ms. Hagen. Sure, we can do that. 

[The information follows:] 


FSIS Budget 

FSIS’ budget has increased approximately $74 million, or 8 percent over the last 
5 years (2008-2012). These increases are directly related to rising salary and benefit 
cost ($50 million) due to Federal pay raises and mission related increases which in- 
clude but are not limited to the takeover of inspections for New Mexico; strength- 
ening of humane handling; implementing the Cooperative Interstate Shipment pro- 
gram; integration of the Public Health Information System (PHIS), improving tele- 
communications and meeting cyber security mandates; and increased Food Safety 
Assessments. 

Mr. Fortenberry. Thank you, Mr. Chairman. I yield back. 
Thank you. 

Mr. Aderholt. Ms. DeLauro. 

equivalency determinations 

Ms. DeLauro. Thank you, Mr. Chairman. I apologize, we are all 
running between various hearings, so — and I understand that the 
impact of sequestration has been discussed, it may continue to be 
discussed, so — ^but let me make a point before my questions. I con- 
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tinue to be concerned about the process used to announce changes 
to the equivalency of verification process. And so what I would like 
to do is to get a complete response to each question from the No- 
vember 20 , 2012 and the January 2013 letters, and that they be 
included in the record of this hearing — from Secretary. 

[The information follows:] 
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USDA Responses to November 2012 Questions 

Delauro: How many in-person audits does the agency intend to 
conduct in 2012? 

Response: Audits of foreign food safety systems are performed and 
scheduled by fiscal year (FY) . The Department of Agriculture's (USDA) 
Food Safety and Inspection Service (FSIS) performed 11 audits in FY 
2012 . 


Delauro; Why did the DSDA dramatically decrease the number of in- 
person audits of foreign meat and poultry plants over the past four 
years? Why has the number of in-person audits varied from 20 in 2009 to 
3 in 2011? Have budgetary constraints or considerations played a role 
in the department's decision to decrease the number of in-person audits 
of foreign meat and poultry plants? 

Response: FSIS continues to evaluate foreign inspection systems 
on an annual basis. Since 2009, the Agency has performed its annual 
verification of the equivalence of foreign food safety regulatory 
systems by reviewing both, any changes in the foreign country's food 
safety system, and the country's performance in port-of-entry 
inspections . Based on this review, the Agency decides whether it can 
conclude that the country is maintaining equivalence, or whether 
additional Agency action is warranted. This performance-based approach 
allows FSIS to direct its resources to foreign food regulatory systems 
that pose greater ris)<s to public health compared to others; make its 
international program more consistent with its domestic inspection 
system; and improve the linkage between POE re-inspections and on-site 
audits. In addition to performance informing when the Agency does an 
on-site audit, it visits each equivalent country at least once every 
three years . 

The Agency did not shift to a performance-based approach because of 
budgetary constraints or considerations. It did so in response to the 
Agency's continuous effort to ensure that food safety inspection is 
informed by existing and emerging risks. In response to the National 
Advisory Committee on Meat and Poultry Inspection’s (NACMPI) 
recommendations in 2008, PSIS began modifying its three-pronged 
approach to verifying the equivalence of foreign food regulatory 
systems by factoring performance in determining the need, scope, and 
frequency of its on-site systems audits and port-of-entry (POE) re- 
inspections . 

Delauro: Since 2008, how has the department determined the number 
of in-person audits and the specific countries to audit each year? How 
does the department intend to make these determinations in future 
years? Have these determinations changed from how the department made 
these decisions prior to 2008? 

Response: FSIS has periodically updated its foreign audit process 
since 1967 in order to better protect public health. In 2008, FSIS 
asked the NACMPI to review its approach to verifying the equivalence of 
foreign food regulatory systems as the means of ensuring the safety of 
imported food products. Based on recommendations of the NACMPI, in 
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2009, FSIS transitioned to a performance-based approach to auditing and 
POE inspections through the implementation of the Self-Reporting Tool 
(SRT) . The purpose of the SRT is to standardize our method of 
collecting information from foreign countries. 

Further details on the new approach can be found in a January 25, 2013, 

notice published in the Federal Register at 

wv'j w. fsis . usda . gov/QPPDE/rdad/FRPubs/2G12-0049. pdf . 

With these changes, FSIS' decisions on what countries to audit, and 
what product to inspect at POE became more firmly based on the 
performance of foreign systems. FSIS intends to continue to use these 
tools to make decisions about which countries to audit. 

Delauro: How is the cost of those audits integrated into the 
department's budget request for FSIS? Has FSIS requested or received 
less funding for in-person audits in recent years? 

Response: The FSIS budget includes a line item for international 
food safety. On-site audits are not a separate budget request line 
item. Every fiscal year, each program area is asked to submit a request 
for projected needs for the upcoming fiscal year. On-site audits would 
be a portion of that line item request from FSIS' Office of 
International Affairs (OIA) . The OIA budget also includes the costs of 
translating documents related to the Self-Reporting Tool (SRT) , 
introduced in 2009, and those costs have fluctuated significantly, 
depending on the languages requiring translation and whether countries 
provide documents in English. 

Delauro: Why was the department’s apparent fundamental shift in 
in-person oversight — from nearly-annual in-person audits to irregular 
at best — not publicly announced or open to comment and review? 

Response: Information concerning the audits that FSIS completed 
annually is available to the public on the FSIS website. FSIS' new 
approach followed a public meeting with the National Advisory Committee 
on Meat and Poultry Inspection (NACMPI) on August 27-28, 2008, to 
review and discuss international equivalence and the Agency's approach 
to verifying the equivalence of foreign food regulatory systems as the 
means of ensuring the safety of imported food products. 

FSIS requested NACMPI 's guidance on whether elements of FSIS' triad of 
protection (document reviews/on-site audits/POE re-inspections) should 
be changed; whether regulatory information and compliance histoiry 
should affect audits and re -inspections; and whether the scope and 
frequency of on-site audits and POE re-inspections should be adjusted 
based on a country's ability to share useful regulatory information and 
compliance history. 

The recommendations report of the NACMPI Subcommittee is enclosed for 
your review and is also available at 

WWW. f sis . usda. qov/oppde/na cmpi/Auq20Q8 /NACMPI Subcommittee! 082708 .pdf . 
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The NACMPI Subcommittee supported the retention of FSIS' three-pronged 
approach to protection for imported food products. The Subcommittee 
recommended, however, that the scope and frequency of on-site audits be 
adjusted based upon the transparency of the exporting country's food 
safety systems and outcomes; the exporting country's compliance 
history; the country's ongoing ability to share data; the quality of 
data being shared; and the characteristics {process category) , 
including risk levels, of the products being exported. 

With these recommendations, FSIS began the implementation of the Self- 
Reporting Tool (SRT) , which was sent out to exporting countries in the 
early part of FY 2009. In July 2011, FSIS modified the Equivalence 
Process Paper to reflect the SRT and the periodic foreign audit section 
(starting on page 13) . It can be accessed at 
WWW . fsis . usda . gov/pdf /eqprocess . pdf . 

In addition, on January 25, 2013, FSIS published a notice to the 
Federal Register j. updating the Agency's methods for determining a 
foreign country's food safety system equivalence. The FR notice is 
available for review at www. f sis . usda . qov/OPPDE/rdad/FRPubs/2 012- 
0049 . pdf . The public comment period for this notice closed on March 26, 
2013. 


Delauro: What is the department's long-term vision for in-person 
audits of foreign meat and poultry plants for trading partners that 
have received equivalency? How frequently will those in-person audits 
be conducted? 

Response: As stated above, under the current performance-based 
approach, FSIS conducts on-site system audits at least once every three 
years. This approach allows FSIS to direct its resources to foreign 
food regulatory systems that pose a greater risk to public health 
compared to others; makes its international program more consistent 
with its domestic inspection system; and improves the linkage between 
POE re- inspections and on-site audits. 

Delauro; What is the process for ensuring timely public posting 
of both plant audits and audit reports? How long will it take from the 
time an audit is conducted for the audit report to be available to the 
public? 

Response; FSIS will be posting the audit reports on its website 
120-160 days after the audit. 
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USDA Responses to January 2013 Questions 


Delauro: Will the Agency publish a risk assessment on the changes 
to the equivalence verification process announced in today's Federal 
Register notice? If so, when will the risk assessment be published? 

If not, why is a risk assessment not warranted? 

Response: FSIS does not plan to publish a risk assessment. The 
Agency typically publishes a risk assessment when it is proposing new 
requirements that have public health effects. In this case, PSIS has 
simply announced the approach that we are using to verify ongoing 
equivalence of foreign countries that import meat, poultry, or egg 
products to the United States. However, the development of this new 
methodology has relied extensively on input received from several 
academic institutions in order to best ensure the application of modern 
risk-based principles. This included consultation with, or guidance 
provided by the NACMPI, RTI International, the Codex Alimentarius and 
the Food and Agriculture Office of the United Nations. Specific 
principles include standardized methods to improve the quality of 
information collected, methods to identify producers of larger volumes 
of higher risk product and a protocol to assess the overall robustness 
of each country's inspection system. Furthermore, a statistical 
analysis of compliance data has indicated that certain countries 
continue to perform well, independent of the number of on-site audits 
or POE testing conducted. 

Delauro: Have the changes announced in the Federal Register today 
affected the Department's budget for the international food safety and 
inspection responsibilities of FSIS? If so, please detail the 
budgetary impact . 

Response: The changes announced in the Federal Register have not 
affected resources assigned to international activities, 

Delauro: In what ways does FSIS utilize the expertise of its 
external advisory committees to inform its policy decisions on 
contemporary food safety issues? when does the Agency believe is the 
best time to seek input from its advisory committees in its policy 
development process? 

Response: The role of the advisory committees is to advise USDA 
and FSIS as early as possible in the policy development process, 
preferably in anticipation of emerging issues and scientific needs. 

The primary consideration must be what is most beneficial for the 
public health. 

The purpose of the National Advisory Committee on Meat and Poultry 
Inspection (NACMPI) is to provide advice to the Secretary of 
Agriculture concerning State and Federal programs for meat, poultry, 
and processed egg products inspection; food safety,- certain labeling 
changes; and other matters that fall within the scope of the inspection 
acts. FSIS seeks guidance from NACMPI to develop policies or 
procedures . 
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As an example of the working relationship with the advisory committees, 
FSIS enlisted NACMPI as a resource to help inform policy on 
international equivalence in 2008. NACMPI responded with its detailed 
recommendations, as discussed in the Federal Register notice that you 
reference . 

The National Advisory Committee on Microbiological Criteria for Foods 
(NACMCF) is charged with providing recommendations to the Secretaries 
of Agriculture and Health and Human Services on microbiological 
criteria by which the safety and wholesomeness of food can be assessed. 
Scientists from academia, industry, government, and other organizations 
almost wholly comprise this committee, which addresses issues and 
provides advice that is of a scientific and technical nature. FSIS 
works closely with NACMCF to make the best use of scientific expertise 
and guidance . 

Delauro: NACMPI is managed by the FSIS Office of Outreach, 
Employee Education and Training while the National Advisory Committee 
on Microbiological Criteria for Foods is managed by the Office Public 
Health Science. Why are the two advisory committees overseen by 
different offices within FSIS? Specifically, why is NACMPI managed by 
the Office of Outreach? 

Response: Coordination of the two advisory committees is housed 
in two separate FSIS program areas because of differences in the 
purpose of and the advice provided by the committees. The scope of the 
Office of Outreach, Employee Education and Training (OOEET) activities, 
which include inspection training, state inspection program liaison, 
and establishment outreach, make OOEET' s oversight of NACMPI 
appropriate, particularly given the state orientation of the committee. 
On the other hand, the Office of Public Health Science (OPHS) is the 
program area most appropriate for coordinating with the scientific and 
technical issues addressed by NACMCF. 

Delauro: How does FSIS ensure that both advisory committees are 
utilized as scientific resources to help inform department policy, not 
to learn of department policy after changes are made? 

Response; The role of the advisory committees is to advise USDA 
and FSIS as early as possible in the policy development process, 
preferably in anticipation of emerging issues and scientific needs. 

The process is collaborative and, as previously noted, the timing 
depends on the issues, the urgency, and when it is most beneficial for 
the public health. 
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United States 
House of Representatives 
ROSA L. DeLAURO 


CO-CHAIR, DEMOCRATIC STEERING AND 
POLICY COMMITTEE 


COMMITTEE ON APPROPRIATIONS 
suscommittees 

RANKING MtMB6R 

LABOR, HEALTH AND HUMAN SERVICES 
EDUCATION, AND RELATED AGENCIES 
AGRICULTURE. RURAL DEVELOPMENT. 
FOOD AND DRUG ADMINISTRATION, 
AND RELATED AGENCIES 


November 2, 2012 


The Honor^le Tom Vilsack 
Secretary 

U.S. I^partment of Agriculture 
1400 Independence Avenue, SW 
Washington, DC 20250 

Dear Secretary Vilsack: 

I write today because of serious concerns about the United States Department of 
Agriculture's (USDA) transparency and oversight of imported meat and poultry food 
products. 

As you know, one of the department’s primary responsibilities is ensuring the 
safety of meat and poultry products imported for consumption in the United States. Data 
from the department shows that, in fiscal year 2012, approximately 3 billion pounds of 
meat and poui^ products were imported from 29 eligible countries. In our global 
maricetplace, ensuring the safety of imported meat and poultry products is critical to the 
public health. Most recently, Food Safety and Inspection Service (FSIS) border 
inspectors identified E. coli contamination in products coming into the United States 
from Canada. The resulting recall was the largest recall in Canadian history. 

Yet, a Food Safety News report indicates an alarming lack of transparency and 
dramatic change in the oversight of imported food by the FSIS. The report highlights the 
decreasing number of in-person audits of our trading partners, more than 60 percent since 
2008, and the unannounced, fundamental changes to the process used to assure that 
imported meat and poultry meet our safety standards. The startling decrease of in-person 
audits threatens confidence in the safety of our food supply. And, the changes to FSIS* 
import program outside of the public eye are disturbing both in content and in 
appearance. As such, I am requesting responses to the following questions by December 
15, 2012. 


• How many in-person audits does the agency intend to conduct in 20 1 2? 

• Why did the USDA dramatically decrease the number of in-person audits of 
foreign meat and poultry plants over the past four years? Why has the number 
of in-person audits varied from 20 in 2009 to 3 in 2011? Have budgetary 
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constraints or considerations played a role in the department's decision to 
decrease the number of in-person audits of foreign meat and poultry plants? 

• Since 2008, how has the department determined the number of in-person audits 
and the specific countries to audit each year? How does the department intend 
to make these determinations in future years? Have these determinations 
changed from how the department made these decisions in years prior to 2008? 

• How is the cost of those audits integrated into the department's budget request 
for FSIS? Has FSIS requested or received less funding for in-person audits in 
recent years? 

• Why was the department's apparent fundamental shift in in-person oversight - 
from nearly-annual in-person audits to irregular at best - not publicly 
announced or open to comment and review? 

• What is the department's long-term vision for in-person audits of foreign meat 
and poultry plants for trading partners that have received equivalency? How 
frequently will those in-person audits be conducted? 

• What is the process for ensuring timely public posting of both plant audits and 
audit reports? How long will it take from the time an audit is conducted for the 
audit report to be available to the public? 

Thank you in advance for your prompt attention to these concerns and questions. I look 
forward to our continued work together to ensure the safety of our food supply. 

Sincerely, 

ROSA L. DeLAURO 
Member of Congress 
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United States 
House of Representatives 
ROSA L. DeLAURO 


CO CHAIR, DEMOCRATIC STEERING AND 
POLICY COMMITTEE 


COMMITTEE ON APPROPRIATIONS 

SUSCOMMITTEtS 
RANKINS MEMSEK 

LA80R. HEALTH AND HUMAN SERVICES. 
EDUCATION, AMD RELATED AGENCIES 
AGRICULTURE, RURAL DEVELOF^ENT, 
FOOD AND DRUG ADMINISTRATION. 
AW5 RELATED AGENCIES 


January 25, 2013 


Secretary Tom Vilsack 

U.S. Department of Agriculture 

1400 fndqpendence Avenue, S.W. 

Washington, D.C. 20250 

Dear Secretary Vilsack, 

I write today out of concern related to both the process used to ensure the safety of imported meat 
and poultry products and, as disconcerting, the use of ^visory committees by the United States 
Department of A^culture (USDA) Food Safety and Inspection Service (FSIS). 

Earlier today, the department published a notice in the Federal Register (docket number FSIS-2012- 
(^9) related to the process uWd for ongoing verification of equivalence of foreign food regulatory 
systems. As you know, this system is imperative to ensuring that foreign regulatory systems 
provide the same level of protection of the public health as our domestic system. It helps m^e 
certain that imported meat and poultry products are safe and wholesome, thus building public trust. 

Aiaimingiy, it seems that FSIS fiindamentaily changed the process used to assess ongoing 
equivalency with our trade partners without publishing a single public notice in the Federal 
Register on the revisions or seeking public comment on the proposed changes. It appears that the 
agency has been implementing and refining these changes for years. Yet, a July 2011 document 
from FSIS entitled ''Process for Evaluating the Equivalence of Foreign Meat, Poultry, and Egg 
Products Food Regulatory Systems” failed to explicitly note these changes. Pages 13 through 17 of 
that document discuss ‘equivalence verification' but fail to clearly disclose that the agency was 
using the process announced in today's notice. 

Further, these changes were not clearly disclosed nor discussed in the Fiscal Year 2010, 2011, 2012, 
or 2013 Congressional Justification documents that accompanied the Administration's budget 
request. The most to be found in the justification documents seems to be the description of the on- 
site verification audits (“annual” in Fiscal Year 2009, 2010, 201 1 to “periodic” in Fiscal Year 2012, 
2013) and a sentence on the Self Reporting Tool in Fiscal Year 2013. As Chair of the House 
Subcommittee on Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies until January 201 1 and an active member since then, I cannot overstate the value of fiiose 
justifications as we make informed decisions during the appropriations process. 

I am concerned this process also highlights FSIS’ indifference to the advisory committees, 
including the National Advisory Committee on Meat and Poultry Inspection (NACMPI), 
established by Congress to ^vise USDA on food safety policy. The agency consulted NACMPI in 
August 2008 on the process used to verify equivalency. Based on public records of NACMPI 
meetings between August 2008 and December 2012, FSIS failed to update the public and the 
committee on the agency’s changes to the process used to verify equivalence. As a November 2012 
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Food Safety News article noted, “the number of countries audited... each year has declined by more 
than 60 percent since 2008.” Such a dramatic change should surely warrant clear communication 
with the panel of external experts that advise the department on meat and poultry inspection. 

As distressing as this is on its own, I am as concerned that this represents a disappointing new 
practice. For many years, NACMPI met twice a year (1999-2006; 2008), providing input on food 
safety policies and receiving updates from the agency. The committee did not meet in 2009 and has 
only met once a year since 2010. In 2012, the sole meeting was held via an internet conference call. 
Furthermore, NACMPI was not consulted on the specifics of the department’s proposed poultry 
modernization rule, which represented a substantid change to the agency’s poultry inspection 
program, until the Committee’s March 2012 meeting, months after the proposal had been published 
for comment. 

As such, I ask that you respond to the following questions by close of business on Monday, 
February 25, 2013. 1 also ask that you provide a detailed timeline of FSIS’ work on equivalency 
verification between the NACMPI meeting in August 2008 and today’s Federal Register notice. 

• Will the agency publish a risk assessment on the changes to the equivalence verification 
process announced in today’s Federal Register notice? If so, when will the risk assessment 
be published? If not, why is a risk assessment not warranted? 

• Have the changes announced in the Federal Register today affected the department’s budget 
for the international food safety and inspection responsibilities of FSIS? If so, please detail 
the budgetary impact. 

• In what ways does FSIS utilize the expertise of its external advisory committees to inform 
its policy decisions on contemporary food safety issues? When does the agency believe is 
the best time to seek input from its advisory committees in its policy development process? 

• NACMPI is managed by the FSIS Office of Outreach, Employee Education and Training 
while the National Advisory Committee on Microbiological Criteria for Foods is managed 
by the Office of Public Health Science. Why are the two advisory committees overseen by 
different offices within FSIS? Specifically, why is NACMPI managed by the Office of 
Outreach? 

• How does FSIS ensure that both advisory committees are utilized as scientific resources to 
help inform department policy, not to learn of department policy after changes are made? 

Thank you for your continued leadership in protecting the public health. I look forward to our 
continued work together to ensure the integrity of the equivalency process and the appropriate 
utility of FSIS advisory committees. 



Member of Congress 


Cc: Dr. Elisabeth Hagen, Under Secretary for Food Safety 
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MECHANICALLY TENDERIZED BEEF RULE 

Ms. DeLauro. So, moving on, I was very, very delighted to see 
FSIS finally sent a proposed rule to 0MB to label mechanically 
tenderized beef products. When do you expect the proposed rule to 
be published, in which quarter of this year? And I am going to ask 
you to answer quickly, because they only give me five minutes, 
so 

Ms. Hagen. Thank you 

Ms. DeLauro. Yes, when do you expect the rule? 

Ms. Hagen. It is nice to see you, and thank you for your ques- 
tions. The rule has been at 0MB since September, and we don’t 
control how quickly it comes out of the 0MB review process. They 
have asked for an extension. This is a high priority for us. We will 
keep trying to get this done. So I can’t give you an estimate of 
when it will come out 

Ms. DeLauro. In this year? Which quarter of in year? 

Ms. Hagen. Yes, that was our intention. 

Ms. DeLauro. Okay. Okay, well, we will see what we can do in 
that respect, as well, to try to get that rule to be published. 

POULTRY SLAUGHTER MODERNIZATION RULE 

Second, the status of the proposed rule on poultry slaughter. Are 
you moving forward? And, if so, when will a final rule be pub- 
lished? Many of the public comments submitted to date raise seri- 
ous food safety and worker safety issues. Can you address those 
concerns? And do you anticipate making substantial changes to the 
proposal, based on the public comments? 

Ms. Hagen. Thank you for your question. As you know, we did 
receive quite a few comments on the proposed rule, and it has 
taken us some time to get through all those comments. We are still 
in the process of comment review, and incorporating information 
that we did receive through the public process into what would be 
a final rule. I really can’t speculate on how quickly something 
might move through the process. We don’t control all the steps of 
notice and comment rulemaking. 

But to your — did you want to say something? 

Ms. DeLauro. Yes. Well, I am — again, do we have a time frame 
in which there will be a final rule published? 

Ms. Hagen. Well, we are still working on the final version of the 
rule at the Department. When it goes to the Office of Management 
and Budget, they then have 90 days to review it, coordinate inter- 
departmental review. They can ask for an extension. So that is the 
part of the process that we do not control. 

Ms. DeLauro. And what about substantial changes to the pro- 
posal, based on public comment? 

Ms. Hagen. As with any notice and comment rulemaking process 
we get some information that is really helpful, as we go forward 
and think about what the final version of a rule should be. So some 
of it has been incorporated. All of it will be addressed. Whether it 
will impact the final regulatory text or not is not something I can 
really talk about. 
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POULTRY SLAUGHTER RULE — WORKER SAFETY 

Ms. DeLauro. You know, it is — well, anyway, the proposed rule 
indicates one facility would participate in a NIOSH study that is 
not complete. Will FSIS wait until that study is complete before 
moving forward? And are you amenable to including a requirement 
that is similar to that from SIP that plants that opt into this mod- 
ernization open their doors to NIOSH? 

Ms. Hagen. Well, we are happy to be working with NIOSH, and 
we are happy to be consulting with OSHA on the worker safety 
concerns. As I think the subcommittee probably well knows, our 
statutory authority does not extend to rulemaking for worker pro- 
tection. So we are happy to be working with the entities within the 
executive branch that have the ability to do that, and have the ex- 
pertise to study the issue 

Ms. DeLauro. But my question is are you amenable to a require- 
ment that plants who opt into this modernization of the increased 
speed lines, that they open their doors to NIOSH? 

Ms. Hagen. We don’t think that we have the authority to require 
any non-food-safety — to place non-food-safety requirements on 
the 

Ms. DeLauro. What if we gave you the authority? 

Ms. Hagen. We do what Congress gives us the authority to do. 

Ms. DeLauro. But you don’t have a view as to whether we ought 
to take a look at what is happening with these increased speeds? 

Ms. Hagen. We absolutely — that is why we have been working 
with NIOSH. We are delighted that they are started on their study. 
We have been consulting with OSHA for the better part of the last 
nine months about what we can do within the limits of our author- 
ity to ensure that this rule doesn’t have unintended consequences. 

I will say that, you know, I spent my entire professional life try- 
ing to figure out how to reduce risk and protect people. And I 
would never put forward a rule that I thought would increase risk 
or reduce protections for anybody. 

Ms. DeLauro. That is what my hope is. And without the oppor- 
tunity to be able to get a sense of what is happening — there are 
all kinds of views that it is not going to do anything with regard 
to worker safety, that workers are not going to be in jeopardy, and 
yet there appears to be, potentially not on your part, but an unwill- 
ingness to allow for any evaluation, observation process by which, 
in fact, we changed these efforts, that we are going to see increased 
risk for workers. 

There are — it would just seem to me that there would be an 
openness to a process that allows for some structured evaluation of 
the outcome of a change in any kind of a rule. Thank you, Mr. 
Chairman. 

Mr. Aderholt. Mr. Valadao. 

SEQUESTRATION PLANNING 

Mr. Valadao. Thank you, Mr. Chair. Dr. Hagen, you mentioned 
earlier — well, a couple of times today — that the 52.8 million is a lot 
to handle this late in the game. Most of my constituents in dif- 
ferent agencies in my district have all planned in advance for se- 
questration, planned their budgets accordingly. I’m curious, did you 
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plan for this? Did you budget for this accordingly, or did you wait 
for the last minute and kind of take a wait-and-see approach? 

Ms. Hagen. Thank you for your question, Congressman. There 
are certain things that we couldn’t do until the Act went through, 
until the President signed the order. We couldn’t talk about fur- 
loughs with our employees. They certainly knew this was a possi- 
bility, but we couldn’t give a notice to bargain, and things like that. 
So this is — you know, this is five percent of our budget six months 
into the fiscal year. So I think to characterize it as not having 
planned for it is not accurate and isn’t fair. We have been taking 
a very aggressive approach to managing our spending, really, for 
the last three years, at least during the time that I have been in 
this job. 

And, as I mentioned already, we took a lot of proactive steps. We 
have reduced travel spending by 16 percent to the tune of $5.4 mil- 
lion from fiscal year 2011 to fiscal year 2012. We reduced con- 
ference spending by 33 percent. The Administrator and I directed 
that the fiscal year 2013 allocations for the CR be decreased be- 
cause we knew that this was potentially coming. We have had hir- 
ing restrictions in place for our non-frontline staff for several years. 
We have actually eliminated over 150 positions at headquarters. 
We have had process improvements from everything from how we 
do sampling in the laboratories to how we educate consumers. We 
have been holding frontline vacancies, we have been doing non-per- 
manent hires. We have been taking, I would say, very aggressive 
steps to prepare for this. But no amount of preparation can put us 
in a position to still be able to get the work done with this kind 
of a hit at this point in the fiscal year. 

Mr. Valadao. Well, the cuts are permanent, unless something 
changes here in Congress, obviously. How do you plan on handling 
this in the future? 

Ms. Hagen. Well, we will obviously be having a lot of discussions 
about this. But as we have discussed already this morning repeat- 
edly, plants cannot operate if we are not there. We have to be able 
to pay our people to do their work. We cannot compromise food 
safety. So this is going to take a lot — these are tough decisions that 
we are going to have to make. 

Mr. Valadao. All right. Thank you. 

Mr. Aderholt. Mr. Yoder. 

EFFICIENT SPENDING 

Mr. Yoder. Thank you, Mr. Chairman. Dr. Hagen, I appreciate 
you coming here today. Certainly Americans are very concerned 
about the result of some of the pending sequester changes here in 
Washington, D.C. And so it is important that we have an open con- 
versation about the best way to implement what is federal law in 
a way that is least impactful on our constituents. 

And I would like to follow up a little bit on the questions that 
Mr. Valadao was asking related to how we implement these 
changes. 

I guess, first of all, do you believe that there are any wasteful 
uses of resources in your department? 

Ms. Hagen. As I have just outlined, we have been very aggres- 
sive about taking a look at everything that we do, from not just an 
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operations standpoint, but from a policy standpoint. I have — people 
have heard me say hundreds and hundreds of times, “We need to 
do things better than we have done them before,” and that means 
the way that we spend money, and that means the way that we 
achieve results for the people that we are here to serve. 

So, we have found just innumerable opportunities to be able to 
do our business better than we have done it before. And even 
though these have gotten us a lot of results — and, in fact, we have 
been able to cut the number of necessary furlough days almost in 
half because of the work that we have been doing over the last 
year — it still doesn’t get us to where we need to be at this point 
in the fiscal year to be able to absorb this. 

Mr. Yoder. You described some of the steps you have taken in 
your testimony today, travel, various items. Can you describe other 
things you have done, hiring freezes, those sorts of things? How 
many folks have you hired in the last year? 

Ms. Hagen. Sure. And actually, if I can have Mr. Almanza help 
me with this, because he really manages the day-to-day for the 
agency, but I will say that for the last couple of years we have very 
conservatively managed hiring, particularly what we call non-front- 
line, or headquarters personnel, and eliminated over 150 positions. 
We have always hesitated to put any kind of a hiring freeze on 
frontline employees, for obvious reasons. 

I don’t know if you want to give some more details. 

Mr. Almanza. One of the steps that I have taken is that any po- 
sition above the front line, it is kind of very structured in that I 
have to approve it. And I realize that — and, quite frankly, it takes 
a lot of time having to have people explain to me why that job is 
important, and we have eliminated a number of jobs. Probably over 
the last three years, somewhere closer in the neighborhood of 230 
non-frontline jobs. We closed five district offices as well. That real- 
ized us a bit of savings, as well. 

So, yes, it is a little bit backwards in that me having to approve 
positions as they are filled, but we just felt that we were taking 
every step that we could to try to eliminate our overhead. 

Mr. Yoder. So your testimony, then, would be that we have 
taken, just to use your words, every step that we could to eliminate 
overhead, to reduce costs, and essentially, that the budget in your 
agency is operating at essentially the minimal amount necessary to 
carry out its functions? 

Mr. Almanza. Well, there is always room for trying to improve, 
and that is why we are looking at a number of different ways of — 
even in our headquarters staff — of reorganizing our headquarters 
staff, and looking at streamlining some of our program areas, pos- 
sibly even eliminating some program areas, and looking at how we 
can do things more efficiently. 

But yes, we are always looking for those efficiencies, sir. 

Mr. Yoder. I note that in fiscal year 2009, the FSIS spent ap- 
proximately $10.6 million for 1,525 vehicles and in fiscal year 2013 
the request was nearly $14 million for 2,147 vehicles. And yet the 
amount of facilities that the FSIS inspects has been relatively flat 
over those years. Are there other areas of your budget that have 
gone up over those years? I know this question was asked earlier 
by Mr. Fortenberry in a more broad sense. Are there specific areas 



48 


of your budget beyond the vehicles that have gone up dramatically 
over those several years, while facilities have remained flat? 

Ms. Hagen. Well, I would point out that the fleet is used for 
frontline travel, so we have inspectors traveling around, inspecting 
products. 

I mean there are always ups and downs in every budget. And one 
of the things that has been really important to us for the last few 
years is to make sure that we always have offsets for anything that 
we want to do that is new. So you really haven’t seen our budget 
increase very much at all over the last couple of years. 

We have spent money on implementation of the Public Health 
Information System, because we think we need to do things in a 
modern way if we are going to have a modern system. That is one 
example. So, yes, there are places where we have spent more 
money. And, to the extent possible, we have always tried to offset 
it with savings somewhere else. 

Mr. Yoder. Well, I guess if I might just conclude, Mr. Chairman, 
I think the American people are very concerned that the implemen- 
tation of the sequester is being done in a way that is a greater im- 
pact on the daily lives of our citizens, as opposed to a way that 
might reduce the cost of an agency that is less impactful: reducing 
vehicles, reducing positions that are not frontline. And I think 
there is a healthy dose of skepticism in our country that a five per- 
cent reduction in any agency would result in the types of reduc- 
tions that would have such a potential dramatic impact on the 
daily lives of citizens. 

And so I guess it is my hope that you could provide us with addi- 
tional alternatives and look long term at how we can implement 
these reductions in a way that have less of an impact on the Amer- 
ican people. Thank you, Mr. Chairman. 

EURLOUGH TIMELINE 

Mr. Aderholt. Mr. Almanza, let me follow up. We were talking 
about the furloughs a little bit earlier. Of course mentioned that 
the unions were, of course, looking out for their members. Would 
they want to start the furloughs earlier in the fiscal year, or would 
they want to move that back to later in the fiscal year? 

Mr. Almanza. Well, I certainly cannot speak for the unions, Mr. 
Chairman. I would say that it really depends on whether they de- 
cide to engage in bargaining or not. And that will either move the 
time frame up for the notification of employees, or delay it, depend- 
ing on what — how long the bargaining sessions are. 

Mr. Aderholt. But one would think they would probably want 
to start the furloughs earlier than later, would be my assumption. 

Mr. Almanza. I would assume that, but I certainly would not 
want to speak for them. 

FURLOUGH IMPACT ON INDUSTRY 

Mr. Aderholt. The impact of the furloughs alone has been esti- 
mated somewhere around $10 billion. I don’t want to minimize the 
impact to the industry, but certainly not being an economist, could 
you give us some idea of how you came up with the $10 billion fig- 
ure and how that was derived? 
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Ms. Hagen. We can certainly give you a more detailed expla- 
nation for the record. But as I understand it, we looked at, you 
know, what we would be losing in production on a daily basis, and 
we went from there. I think the regulated industry would have an 
even more accurate estimate of what the impacts may be, since 
they are the ones that are really keeping track of their production. 

Mr. Aderholt. If you could submit that for the record, it would 
be helpful 

Ms. Hagen. Sure. 

[The information follows:] 

Furlough Impact on Industry 

FSIS utilized published data from the Census Bureau’s 2011 Annual Survey of 
Manufacturers to determine the annual dollar value of the meat industry ($192.2 
billion). The activities included in the dollar value are: meat slaughtering, meat 
processing, poultry slaughtering and processing, and meat byproduct processing. 
The estimated impact on the meat industry was calculated by dividing the esti- 
mated annual value of the meat industry ($192.2 billion) by the 260 workdays in 
a year, times the number of projected furlough days (11-13 workdays). This equals 
$8 billion to $10 billion. 

Mr. Aderholt [continuing]. For us to know that, exactly how you 
come up with that number. 

POULTRY SLAUGHTER MODERNIZATION RULE 

Mrs. DeLauro had asked about the poultry slaughter moderniza- 
tion rule. We — there are several Members that are new to the com- 
mittee this year. If you could, just maybe go — just briefly do a little 
bit of outline and discuss about the poultry slaughter moderniza- 
tion rule and just the impact that is, and just give a little bit — a 
quick overview. 

Ms. Hagen. Sure, thank you for the question. As I said, as our 
knowledge evolves about what makes people sick, our tools have to 
evolve to keep up with that. And we have a lot of people in the field 
working very hard, but looking for visible defects in poultry. We 
know that it is what you cannot see that actually makes people 
sick. 

So, this rule is about focusing the bulk of our resources in poul- 
try slaughter inspection on those things that are most likely to im- 
pact public health. This is a very well-supported piece of rule- 
making. I think that this is a win for stakeholders across the 
board. When you look at the number of illnesses that we can — at 
a minimum, we think we are going to reduce illnesses by 5,000 per 
year. When you look at the savings for taxpayers, $90 million saved 
over the course of 3 years because of the way that we are going 
to manage our resources, and when you look at the savings and the 
flexibility that the regulated industry will gain and will be able to 
pass on to consumers in the form of lower prices, we really think 
that this is a win across the board. 

Mr. Aderholt. Last December you reported to the committee 
that you would have to negotiate with the unions and work with 
the industry to arrange a conversion of the plants to this new sys- 
tem. And the date I think was mentioned — April 2013, which is 
upon us. Has FSIS started negotiating with the union and working 
with industry to arrange this conversion to the new system? 
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Ms. Hagen. We don’t have a final rule yet. And so we would not 
be able to implement a new system until we have a final rule. And 
we are not at that point yet. 

Do you want to add anything? 

Mr. Aderholt. So once that rule is — you get the new rule, then 
you will start working on those negotiations. Is that correct? 

Ms. Hagen. That is correct. 

Mr. Aderholt. Mr. Farr. 

STAFFING SHORTAGES 

Mr. Farr. Thank you, Mr. Chairman. I wanted to follow up an 
observation the OIG made, kind of shocking, that they found out 
that you had gaps in inspections — inspections were missed, nation- 
wide, on a daily basis — that they had to tell us, rather than the De- 
partment telling us, or admitting it. 

And then, also with the fact that you have a vacancy rate as high 
as, say in Chicago, of nine percent. If you are going to have a hir- 
ing freeze, what do you do about filling those vacancies in areas 
where you have a high percentage of vacancy? 

And then I want to add on to that. I want to talk to you about 
what you are doing in adding a new requirement, a new workload, 
in approving application for a New Mexico horse slaughter plant. 
But I will — if you could answer the first part, I want to ask more 
questions on the horse slaughter. 

Ms. Hagen. I am going to ask Mr. Almanza to address the va- 
cancy issue, and either one of us can talk about the horse slaugh- 
ter. 

Mr. Almanza. The vacancy issue is one that fluctuates, and there 
are some parts of the country that just have higher vacancy rates. 
But they fluctuate. And certainly we try to do everything to fill 
those jobs. In fact, the only jobs we have posted in USA Jobs are 
frontline positions. And we do everything that we can. It is just 
simply getting qualified available applicants to apply for those posi- 
tions. We have absolutely no hold or freeze at all on any frontline 
positions within the Chicago district or any other district. 

Mr. Farr. Are a lot of those positions required to be doctors of 
veterinary medicine for inspection purposes? 

Mr. Almanza. No, sir. The vacancies that we currently have are 
CSI, consumer safety inspector, positions. We actually are having 
a lot of success with veterinary hires right now. And we are just 
not — we are not seeing a whole lot of vacancies in that area. 

Mr. Farr. So when the OIG pointed out this problem, of missed 
inspections and — which is another problem that they can see — but 
you think you have plugged — are you on top of that? 

Mr. Almanza. Yes, sir. 


HORSE SLAUGHTER 

Mr. Farr. Okay. Now, if there is a hiring freeze, and there is a 
shortage, and we are going to have to furlough people, what the 
hell are we doing approving an application for a New Mexico horse 
slaughter plant with Valley Meats, that has had an incredibly bad 
history of environmental animal welfare offenses, when 80 percent 
of Americans oppose horse slaughter? What are we going back into 
this business for? 
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Ms. Hagen. Well, first, I will clarify that we have not approved 
any grant of inspection application for any facility at this point. 
The hiring burden would not be significant if we were to move for- 
ward with the resumption of horse slaughter inspection in the 
United States. We are talking about a handful of inspectors. So I 
don’t think it is so much the resource burden. 

But we have a statutory obligation. Horses are considered to be 
livestock under the FMIA, the Federal Meat Inspection Act. There 
was an appropriations ban on the use of our budget for years. We 
could not inspect horse slaughter. That ban was lifted. We have an 
obligation to uphold the law. So we are moving forward with trying 
to develop a program that would protect public health to the great- 
est extent possible if we find ourselves in that position once again. 

Mr. Farr. And where does the meat from horse slaughter go? 

Ms. Hagen. Currently, most of that meat goes to Europe. 

Mr. Farr. And do we have a requirement under that, that we do 
the drug testing, like we have to do for cattle and chickens? 

Ms. Hagen. Well, again, there is no — currently there is no do- 
mestic slaughter of horses for food in this country. But we would 
take into account every public health concern that would be associ- 
ated with this type of product. And it is part of what we have been 
doing for the last year, is developing methodologies for an extensive 
array of drug use, of drug residues. 

Mr. Farr. Well, that leads me to a concern I have — in this situa- 
tion there are horses coming from different situations than just 
operational cattle ranches. You have horses coming from pets, you 
have horses coming from show horses, from racing horses, from 
draft horses, working horses. You have all kinds of different han- 
dling practices and medication given to those horses, particularly 
race horses, show horses. 

Have you and FDA developed protocols to determine what kind 
of tolerance levels for all the different medicines and drugs that 
could be used in horses in those different scenarios? 

Ms. Hagen. Well, any inspection program that we would begin 
for domestic horse slaughter would take into account all the public 
health hazards that we feel could occur. And, as you correctly point 
out, the main concern from a public health standpoint with horse 
slaughter is drug residues, as opposed to pathogens. 

I think you are correct, and 

Mr. Farr. Have you identified those drugs? Is that your responsi- 
bility, or FDAs? 

Ms. Hagen. Well, the national residue program together looks at 
drugs of concern that we think should be targeted and identified 
in food for human consumption. But we have developed a pretty ex- 
tensive array of testing methodology, or of — I shouldn’t say an ex- 
tensive array. We have developed testing methodology for quite a 
number of potential drug residues that could be found. 

Mr. Farr. So those protocols are in place if you licensed the 
horse slaughter plant? 

Ms. Hagen. We are just about finished, but we have been work- 
ing on validating not only the methods that we had used previously 
when we ran a horse slaughter program prior to the 2006 appro- 
priations ban, but adding quite a number of additional drugs that 
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we would have the capability to test for, as well. We wouldn’t move 
forward with the program until we were ready with those methods. 

Mr. Farr. And I guess, lastly, how can you afford to do that if 
you are — if you cannot — if we don’t have the personnel, with hiring 
freezes, as you have indicated, and furloughs? Why are we opening 
up a whole new line of inspections and requirements? 

Ms. Hagen. Again, this is work that has largely already heen 
done. We have a statutory obligation to consider here. It is not 
something that we are advocating, it is something that we have a 
mandate to do, to inspect horse slaughter. 

I will say you are correct in that public opinion and perception 
has changed, I think considerably since 1906. The public level of 
discomfort about horse slaughter is significant. And the Adminis- 
tration recognizes that and thinks that that is a point of view that 
Congress should hear. But we are also very respectful of the fact 
that only Congress can change the law, and we intend to uphold 
the law if that is what we need, if we need to move forward with 
the program. 

Mr. Farr. Thank you. 

Mr. Aderholt. The gentleman from Nebraska. 

BUDGET HISTORY 

Mr. Fortenberry. Thank you, Mr. Chairman. Dr. Hagen, you 
had kindly offered to get the last five years of budgets, but I have 
since obtained that information. I know you have got a lot going 
on, and so I don’t want to overburden your agency, but let me just 
review this with basically some rough calculations that I have 
made. 

If you look at a 10-year baseline, your budget has increased ap- 
proximately 30 percent over 10 years ago. Five years ago it is ap- 
proximately eight percent. The last three years it has actually gone 
down. So that, I think, should give us all some perspective on 
where we are. 


FURLOUGH OPTIONS 

I do want to return to your earlier comment that — regarding a 
complete shutdown for a certain period of days is the only way that 
you could accommodate these reductions while meeting, to the best 
of your ability, the twofold goal of safety, as well as uninterrupted 
supply. 

Talk to me about the flexibility that you have between slaughter 
and processing. It is my understanding that you are consistently 
present for slaughter; processing, you have more flexibility. And I 
think that goes to your earlier comment as to where you have tried 
to creatively, in the past, look at reducing certain types of budg- 
eting. I am just trying to unpack this for you. 

We all have the obligation here to try to meet that dual goal of 
the uninterrupted supply that is delivered in a safe manner. So 
speak to that possibility as one area of flexibility that you have to 
implement these reductions. 

Ms. Hagen. I am not sure I understand the question, I am sorry. 
So you 

Mr. Fortenberry. The distinction between your mandate re- 
garding slaughter and processing 
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Ms. Hagen. Correct, that is correct. 

Mr. Fortenberry. You have to be present for slaughtering. 

Ms. Hagen. Yes. 

Mr. Fortenberry. You don’t have to be present for — or you can 
manage that 

Ms. Hagen. We need to be there once per shift. And processing 
inspectors generally work on patrols, where they go to a number 
of different establishments in the same day. 

Mr. Fortenberry. But again, you are the experts here. We are 
trying to unpack the best way in which we can meet multiple objec- 
tives that are held in tension, a reduction of budgets without the 
disruption of food supply. Are there options there that would allow, 
again, the food supply to continue without the disruption that you 
referred to earlier? 

Ms. Hagen. Well, I think it is important to remember that all 
of these things are related. So what happens in slaughter impacts 
what happens at processing. That impacts the flow of live animals 
through the system. It impacts what happens in further processing 
and retailing. So simply tweaking one part doesn’t necessarily have 
the desired impact on the remainder. 

I will tell you that we have examined — this is the last thing we 
want to be doing. The last thing we want to be doing is having all 
of our employees out of work for 11 days and having the regulated 
industry impacted in this way. This is not something that — it is not 
a position we ever wanted to find ourselves in. I think we have 
looked at all of the options, and I think we have come up with, 
really, the only viable set of options for us. 

We are going to continue to look for additional savings. If there 
is any way that we can reduce that number of days, we are going 
to do our best. But I think that we have really examined this from 
multiple different perspectives, and this is where we are. 

Mr. Fortenberry. It is my understanding that you had pre- 
viously developed contingency plans for the potential reduction of — 
or a 5 percent potential reduction, 10, or even 15 percent reduction. 
Are those plans available? 

Ms. Hagen. I would have to take your request back to the De- 
partment. 

Mr. Fortenberry. That is my understanding. So if they are, we 
would like to see that, if possible. 

Ms. Hagen. I will certainly take that request back. 

[The information follows:] 

FSIS Reduction Scenarios 

FSIS looked, and continues to look for additional ways to reduce costs, and at- 
tempted to develop 5 and 10 percent reduction strategies. However, FSIS’ options 
to reduce costs at these levels are limited due to statutory requirements for FSIS 
to be present at all times for livestock and poultry slaughter operations and once 
per shift per day for meat and poultry processing operations. Given these statutory 
obligations, to ensure food safety and fairness to industry, funding reductions at the 
levels in the Budget Control Act would have required furloughs across the board. 
Only the number of furlough days would have varied. 

CHINESE POULTRY 

Mr. Fortenberry. Let me change the subject a little bit and talk 
about overseas inspections. 
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Ms. Hagen. Sure. 

Mr. Fortenberry. I would just like to learn exactly how that — 
not exactly, but in broad terms — how that process works, and your 
level of confidence that the products under your jurisdiction that 
are being imported in the United States are safe. In specific regard, 
what are your plans in terms of opening up inspections of poultry 
in China? 

Ms. Hagen. So the way that we handle import safety is through 
a three-part, three-component system. First, a country’s system has 
to be determined to be equivalent. And that takes quite some time. 
That can take a year or more, because we have to ensure that the 
statutory and regulatory framework allow for the safe production 
of food in an equivalent fashion to what we do here, in the United 
States. 

We then have reinspection of product at the border, both phys- 
ical, organoleptic inspection, and we have reinspection testing of a 
certain percentage of the products that come through at the border. 
And, as well, we do repeat audits of countries, once their initial 
equivalence has been determined. So, we are confident in our sys- 
tem, we think that this is a good way to approach it. 

We have been in the process of looking at whether China can 
have equivalency for processed poultry for some time now. Actu- 
ally, for several years we have produced regular reports to Con- 
gress about our progress there. We actually have an audit team in 
China right now. They started their audit on March the 5th, look- 
ing at processed poultry for equivalency. 

Mr. Fortenberry. This would only be food safety. It wouldn’t be 
other environmental standards, labor standards, basic business 
structure. 

Ms. Hagen. This is food safety. 

Mr. Fortenberry. Thank you, Mr. Chairman. 

Mr. Aderholt. Mr. Bishop. 

FURLOUGH OPTIONS 

Mr. Bishop. Thank you very much. I would like to go back to 
where Mr. — the line of questioning Mr. Fortenberry was exploring 
with regard to the lack of other options. I think I am under- 
standing that you are saying that it is fairer and it will produce, 
in the long run, more safety to furlough all of the employees on a 
particular day, and just have less production in the overall system 
than it would be to try to keep it going and reassign individuals 
who may or may not be well trained for that particular job, because 
that could, in all likelihood, compromise safety. 

Could I just get you to just sort of slowly walk through why that 
is the best option or the only option, as opposed to doing it sequen- 
tially or any other way? The other options that you eliminated. I 
think you kind of said, “Well, we have been through the options 
and we have looked at it and this is the only viable option.” But 
can you kind of just go through that reasoning process, you know, 
for — I think I am following why you are doing that, but can you 
sort of go through that reasoning, step by step? 

Mr. Almanza. Sure, I 
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Ms. Hagen. You know, I am going to let Mr. Almanza take a 
crack at it, in case I haven’t been clear enough. A little tag team 
here. 

Mr. Almanza. So just for example, I will just kind of highlight 
one of the bigger plants that we have staffing of, say, 38 employees 
that are on the slaughter line. So we have half of them on the day 
shift, half of them on the night shift. 

So, if we chose to shut that plant down, we simply do not have 
38 inspectors just to plug right in behind them. And so, if we start 
at any one part of the industry, I think, say the poultry industry 
or the beef industry, and try to replace the number of folks that 
are currently assigned to those assignments, we simply do not have 
the resources to do that, and never mind if we had to travel people. 
First of all, I do not know where we would get those people, but 
even traveling them would incur 

Mr. Bishop. Expense. 

Mr. Almanza. Yes, quite an expense. 

Ms. Hagen. I mean I would agree, and I just think that there 
is an essential fairness issue here for the regulated industry about 
who gets the hit first, or 

Mr. Bishop. What about the safety? 

Ms. Hagen. And I think once you start — as I said before, when 
we are shut down and nothing is getting the mark of inspection, 
this is a huge economic hit, but we are not concerned about the 
safety, because we believe in the integrity of our mark of inspec- 
tion. 

I do have concerns, once you start moving people around into as- 
signments they are not familiar with, product classes that they 
may not be familiar with, about whether we are really doing the 
best that we can do. And I think we start to worry about compro- 
mising our mark. 


WORKER SAFETY 

Mr. Bishop. Okay. Let me go back to — thank you very much — 
go back to the conditions. I think that was a study by the Southern 
Poverty Law Center about conditions at the poultry plant. I think 
it is called “Unsafe at These Speeds,” which I think Ms. DeLauro 
referred to. And while worker safety is under the jurisdiction of 
OSHA, don’t you have a very, very vital role to play in identifying 
potential problems? Because, as I understand it, because of the con- 
sequences of some of the speed at some of these processing plants, 
there is some contamination, some tuberculosis, staph infections for 
workers, which obviously could bleed over into the product. 

So, I mean, do you not really have to be on top of that, and won’t 
this, the sequester, impair your ability to do that? 

Ms. Hagen. Well, thank you for raising the report by the South- 
ern Poverty Law Center. I think that the report points out some- 
thing that we all know and we need to be reminded of, that the 
conditions are tough, that these are very difficult jobs in the poul- 
try industry, and we do not dispute that. 

We do not think that our modernization of poultry slaughter will 
make those conditions worse. I think that there is an incorrect as- 
sumption about individual worker pace and what will happen 
under this proposal. We have been doing this in 25 plants for over 
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a dozen years, and our experience has been that plants handle the 
opportunity for increased line speeds through either staffing or 
through increased automation. 

So — and as you point out, we do not have the authority to set 
worker safety standards, but we are working with OSHA, we have 
been consulting with them, we have taken their advice, tried to in- 
corporate it to the extent possible. In the final version of the rule 
that we are doing we are trying to increase training for our own 
employees to be able to recognize workplace hazards. We are very 
happy about the study that NIOSH is doing to look at the impact 
of line speed on worker safety. 

But I would point out that we are talking about line speeds at 
slaughter here. And most of the data cited in numerous reports has 
to do with line speeds in processing, which is not impacted by this 
proposed rule. 

Mr. Bishop. Thank you. I think my time has expired. 

Mr. Aderholt. Mr. Yoder. 

FURLOUGH OPTIONS 

Mr. Yoder. Thank you, Mr. Chairman. Dr. Hagen, if Congress 
were to pass legislation that would say that no frontline meat in- 
spectors could be furloughed as part of the — what is it, 9,000 — how 
many employees are in your 

Ms. Hagen. Right now we are looking at furloughing 9,212 em- 
ployees. 

Mr. Yoder. How many of those are considered meat inspectors, 
or frontline employees? 

Ms. Hagen. That number, I have it written down just so I did 
not get it wrong today, I want to make sure that I gave you con- 
sistent numbers. 

Mr. Yoder. That that might come up? 

Ms. Hagen. Right, 8,136 is the number that we are using cur- 
rently. 

Mr. Yoder. That are frontline? 

Ms. Hagen. That are frontline employees, yes. 

Mr. Yoder. The inspectors. 

Ms. Hagen. Not just meat inspectors. That includes people who 
run the samples at the lab, investigators who go out and are in 
commerce, folks that make sure that product is under compliance 
in commerce. So those are all frontline people. No administrative 
staff, no office workers, et cetera. 

Mr. Yoder. If Congress were to tell you that those individuals 
could not be furloughed, or that you had to — let me ask this ques- 
tion a different way — you had to continually operate meat inspec- 
tion, regardless of the 95 percent budget that you are facing, rough- 
ly, going forward, how would you do that? 

Ms. Hagen. Well, we would have to have the resources to do it, 
first of all. And if Congress told us this is something that we would 
have to do, we would do what 

Mr. Yoder. You would have to do it with existing resources. Let’s 
say that is what Congress passed legislation, signed by the Presi- 
dent — or, let’s say the President comes in and says, “Dr. Hagen, we 
cannot have meat processing facilities backing up, we cannot have 
the flow of meat not being processed in a timely manner, this is 
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going to cause untold, you know, unforeseen consequences in the 
economy, you have to figure out a way to do this,” how would you 
do it? 

Ms. Hagen. So I will just remind you we still cannot spend 
money that we don’t have, so we still have to operate within fiscal 
law. 

Mr. Yoder. So you have got 95 percent of your budget, and you 
are told you have to figure out a way to do it. What would your 
response be to the President or to Congress? 

Ms. Hagen. If Congress tells us that we have to do something, 
we do what we are authorized to do. I would certainly remind ev- 
erybody that it is 2013 and we have an integrated system. So in- 
spectors are not out there just working on their own without the 
support of policy and scheduling and administrative staff and, you 
know, scientific interpretation and sampling and all these other 
things that have to be done. 

Mr. Yoder. Sure. 

Ms. Hagen. So it is not 

Mr. Yoder. It is a complicated process. 

Ms. Hagen. Yes, one part does not — cannot operate without the 
other. But, you know, I would have to look at what was proposed. 
I don’t really want to speculate on how exactly we would address 
the proposal 

Mr. Yoder. Well, I think it is, obviously, a very relevant ques- 
tion, because we are trying to determine how to move forward. And 
if this is the new reality, which is going forward the — ^you know, 
FSIS has to operate at a 95 percent budget while doing 100 percent 
of the facilities it used to do, and if Congress, you know, passed leg- 
islation that said those operations have to continue, how would you 
do that? 

Ms. Hagen. We would have to figure that out, I suppose. 

Mr. Yoder. Yes. What sort of things would you do? 

Ms. Hagen. At this point in the fiscal year, I don’t know what 
else we would do. I think giving us the opportunity to plan — and 
that is one of the things that is so hard about this scenario, is, you 
know, given enough time, you can absorb this kind of a hit more 
easily. So, given enough time to plan, we would have to come up 
with a way to handle that. 

SEQUESTRATION PLANNING 

Mr. Yoder. Is it your testimony that when this passed in August 
of 2011 that there was some thought it might occur, but there was 
sort of a hope that Congress would somehow resolve this prior to 
the sequester being imposed, and so we were not operating as if it 
was a matter of fact? 

Ms. Hagen. I do not think it is just my testimony, I think it was 
everybody’s hope that this would get resolved. I think everybody in 
America hoped that this would get resolved, and we would not find 
ourselves in the position that we are in now. 

So, if you are asking if we had our fingers crossed and just, you 
know 

Mr. Yoder. Right, sure. 

Ms. Hagen [continuing]. Hoped this wasn’t going to happen, we 
still believe that there can be a solution to this problem. We still 
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believe that Congress can solve this problem. We can plan, we can 
reduce, we can cut to the bare bones. But in the end, we have to 
have the money to be able to do our work. And we have to be able 
to pay our employees to do our work. 

So, as I have said, you know, no amount of planning and process 
improvement and cost efficiencies can prepare us to be able to han- 
dle something like this six months into a fiscal year. 

Mr. Yoder. Well, I know it is a foreign concept that we are in 
a position where we are actually dealing with less resources in one 
year than the next in an agency. It is different to the Federal Gov- 
ernment. I will tell you that in state governments, city govern- 
ments, we have had folks in our office all week from municipalities 
that have figured out a way to reduce spending and live within 
their budgets. And for some reason in Washington, D.C. that is a 
foreign concept. So, it doesn’t surprise me that yourself and others 
have been assuming that this would never actually occur. 

Knowing that it has occurred, and knowing that it might be the 
law of the land that FSIS operates on 95 percent of its expected 
resources going forward, what are the long-term solutions to make 
your agency work more effectively and more efficiently so that you 
can continue to operate and provide the services the American peo- 
ple expect in a more cost-effective manner? 

Ms. Hagen. Well, I think that it is really hard to know where 
to begin with that. It is certainly not that we did not anticipate 
that this might happen. It is one thing to plan and to be fiscally 
responsible and to assume that budgets are going to get tighter and 
tighter. And I think what I outlined in my testimony is that I be- 
lieve and Mr. Almanza believes that government can deliver more, 
and can deliver better, and do a better job for the American people 
than it has done before. So we certainly have taken that attitude 
all along. 

In terms of long-term planning, I think it has to do with some 
of this kind of phase two planning that Mr. Almanza outlined be- 
fore, looking at whether we are really structured the way we need 
to be structured, and whether all the jobs that we have are jobs 
that need to be done, and whether there are nice-to-haves that can 
be eliminated. And we have really — we have been engaged in that 
process for the better part of three years. We will continue to en- 
gage in that process. But I don’t have a specific, long-term plan to 
lay out for you today, but I would be happy to work with you on 
any ideas that you have. 

Mr. Yoder. Be happy to work with you on that, as well. Thank 
you, Mr. Chairman. 

Mr. Aderholt. Ms. Pingree. 

Ms. Pingree. Thank you, Mr. Chair. Thank you again to the 
panelists. 

I would say one of the tragic consequences of the unplanned se- 
quester, or the sequester that is not the best way to go about cut- 
ting our deficit, is that we spend a relentless amount of time trying 
to figure out, now what should we do, and how to do it better, and 
how did we get to this position without planning. 

And I have to reinforce this. This was a bad way for Congress 
to go about doing it, and I, with all due respect to my colleagues, 
just am disappointed how much time we have to spend, as Mem- 
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bers of Congress generally, or here in this Subcommittee, on some- 
thing that now appears to be inevitable. And I appreciate how hard 
it is to figure out how to run a vital service like the food safety in- 
spection without the resources that you were anticipating. 

I personally want to ask some of the questions that have been 
critically important to the farmers and the processors in my state 
and in New England, and I just want to ask you about a couple 
more. And I look forward to continuing the dialogue, even outside 
of this Committee. 

COOPERATIVE INTERSTATE SHIPMENT PROGRAM 

As I think I have mentioned to you earlier, I am very interested 
in the interstate sale of meat, and what some of the complications 
are in making that possible. On the one hand, so many of our food 
safety issues and some of the poultry rules you are updating reflect 
what goes on in, really, the big facilities and some extremely seri- 
ous concerns that have to be dealt with, so that the majority of the 
meat supply in this country is safe and dependable. 

But I also see enormous growth in the number of people who 
want to buy food from a farmer who lives down the road, a farmer 
who lives down the road who wants to have processing facilities, 
huge shortages in small facilities and a lack of infrastructure in 
many places to adequately process that meat. So I know you are 
working on a lot of things around the rules and promotion of more 
of that. 

But I am interested in this concept of the interstate sale of meat, 
because it seems to be met with so much resistance, even when 
there is oversight by FSIS of state inspection, there seem to be 
ways to go about doing it, but I continually hear about how com- 
plicated it is. And even under the current program, there are very 
few states who are able to do it. 

So, can you just, with what time I have available, talk with me 
a little bit more about it, and I will engage in some other concerns 
I have? 

Ms. Hagen. Sure. As I mentioned in my testimony, we did sign 
agreements in the past year with Ohio, North Dakota, and Wis- 
consin. And we think this is a good program. I think that the major 
impediments — well, at least as we perceive it — is that states have 
to be not only on an equal-to, but at a same-as status as the federal 
program. And that can be a big burden for some states, because it 
costs money to be able to do that, particularly when it comes to lab 
capacity and other kind of infrastructural details. 

So, you know, we hope that the states that have opted to partici- 
pate will share their experience and share their knowledge with 
other states that are interested. I know that Maine has expressed 
some interest in participating in the interstate program. This is a 
real win for processors, for slaughterers and processors in these 
states, because they get to open up entire new marketplaces by 
being able to ship their products across a state line with a federal 
mark of inspection. So anything that we can do to help facilitate 
that process, we are happy to talk. We have a whole office of out- 
reach that is available to states and to processors in these areas 
to be able to look at what it takes to comply with the program. 
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federal/state inspection requirements 

Ms. PiNGREE. I am sure we can take an opportunity to dig in a 
little further on this and this whole issue, the complexity of equal- 
to and same-as. 

So, I mean, one thing that was brought forward to me is that a 
federally-inspected product only has to be equal to. And I would 
project that perhaps it is harder to determine what comes in feder- 
ally. But we have different compliance with states. So why would 
we have that difference, when you can bring something in from a 
foreign country that is equal-to, but a state has to be same-as? 

Ms. Hagen. Because that is what the law says. That is how the 
provision was written into the farm bill. 

Ms. PiNGREE. Well, that is — okay. And similarly, you — just in 
thinking about what the future of that is, there is a lot of oversight 
already of how state inspection works. So it is not as if states are 
operating without a considerable amount of USDA and FSIS over- 
sight on how they currently operate. 

Ms. Hagen. Correct. 

Ms. PiNGREE. Got it. All right. I will yield back. Thanks. 

Mr. Aderholt. Ms. DeLauro. 

BUDGET HISTORY 

Ms. DeLauro. Thank you, Mr. Chairman. I would just like to say 
one word about sequestration and FSIS. I have a long experience 
with FSIS, having served on this Committee for at least 16 years, 
and I have never known the FSIS budget to be a padded budget. 
In fact, I would just say that, quite frankly, I think the budget has 
not been adequately — has had adequate resources to carry out its 
mission, in terms of protecting our domestic food supply and the 
amount of product that we get in, with regard to meat and other 
products, from overseas. 

So, I think that, while agencies have to live and deal with the 
effects of sequestration, quite frankly, I think that Congress ought 
to re-evaluate the madness of sequestration, and the havoc that it 
is wreaking on the American people. It is not about our ideology; 
it is about what are the services that we provide to the American 
people, and keeping a food supply safe. We don’t talk here about 
roads and bridges. We talk about life and death issues. 

BEYOND THE BORDER INITIATIVE 

With that, let me ask you about — because you know that this is 
a very big concern of mine — the status of the Beyond the Border 
pilot program. What food safety purpose does the initiative serve? 

Quite frankly — and you know this, that I do not see why the 
agency would seek to reduce or change an import inspection pro- 
gram that appears to be working, for the most part. It was import 
inspection at the border that found the E. coli in the product from 
XL Foods that, in fact, led to the largest meat recall in Canadian 
history. What is the status and the purpose that it serves? And I 
have a couple of other questions with regard to that. 

Ms. Hagen. Thank you for your question. The Beyond the Border 
initiative is a larger initiative. Food safety has a small part in that. 



61 


It is looking at ways to streamline all kinds of operations that go 
on between Canada and the United States. 

So the Beyond the Border initiative, as it pertains to food safety, 
has to do with a pilot in which we would have one beef and one 
pork establishment on either side of the border that would be al- 
lowed to ship product essentially directly between those two estab- 
lishments and complete the reinspection at the border inside of the 
United States. 

The status of the pilot is that it has not started yet. We are still 
in the process. We have identified one pork plant, but we have not 
started. We have not even identified the beef plants. It will be a 
pilot. And our role at FSIS in all of these discussions is to make 
sure that food safety stays front and center as we talk about the 
potential opportunities here. 

CANADIAN EQUIVALENCY AUDIT 

Ms. DeLauro. You have another audit with regard to the Cana- 
dian food safety, the equivalency audit that was conducted by FSIS 
in December 

Ms. Hagen. Yes. 

Ms. DeLauro [continuing]. Of 2012. When will that audit report 
be posted on the website? 

Ms. Hagen. The audit was completed in November, and we ex- 
pect to have the report posted within the next couple of weeks, I 
think, next couple of months. I am sorry I do not have a specific 
date for you. 

And then, as you know, there is a 60-day 

Ms. DeLauro. Weeks or months are we talking about? 

Ms. Hagen. I think months. 

Ms. DeLauro. Was the XL Foods plant that implicated in the 
fall of 2012 in that largest meat recall in Canadian history part of 
the audit? 

Ms. Hagen. Yes. 

Ms. DeLauro. Will, then, the plant’s individual audit report be 
posted, as well? 

Mr. Almanza. Yes. The ultimate one, the final one will. 

Ms. DeLauro. The final will have the specifics about — it — we 
have so much difficulty with product coming in to the United 
States. 

And the shortage, I understand the shortage of inspectors. I 
have, from day one, wanted to increase the number of inspectors, 
both for domestic purposes and international purposes. But to look 
at a — this Beyond the Border, this pilot program, which lessens the 
opportunity for inspection of a supply, when we have information 
that led to the largest Canadian meat recall in history, that we 
would be looking at a way to somehow shortchange this process — 
and I would — I say it because it will be for trade reasons. This is 
one more time where our trade begins to trump our public health 
interests. And I won’t go back to Chinese poultry and processing. 
I have spent years at that business. But that is the fact here, is 
that this is about trade, rather than about food safety as a part of 
it. 

Mr. Chairman, I just have one question. I will leave to go back 
to Labor HHS. 
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INTERNATIONAL AUDITS 

I just want to know how many planned in-person international 
audits have been canceled as a result of sequestration. 

Ms. Hagen. We plan to complete 14 audits this fiscal year. 

Ms. DeLauro. And how many were you? 

Ms. Hagen. That has been our plan. 

Ms. DeLauro. And you are going to be able, with the sequestra- 
tion, to 

Ms. Hagen. We think so. 

Ms. DeLauro [continuing]. To deal with the international au- 
dits? Okay. Thank you, Mr. Chairman. 

FUNDING ANOMALIES 

Mr. Aderholt. Dr. Hagen, 0MB and the Department submitted 
some anomalies to the committee for consideration in the full-year 
CR. Those anomalies were submitted to provide some relief for cer- 
tain programs throughout the Department. Just curious. Did FSIS 
submit any anomalies to the Department or to 0MB for their con- 
sideration? 

Ms. Hagen. We did not, Mr. Chairman. 

Mr. Aderholt. Mr. Farr. 

locally-sourced meat 

Mr. Farr. Mr. Chairman, I want to follow up on Congresswoman 
Pingree’s questions. There is a movement in this country, and par- 
ticularly in California, to try — where the cattle ranchers are raising 
their own — they are not sending them to feed lots. They want to 
be able to process them locally. The problem you have now is the 
consolidation of slaughter plants and package meat wrap are, for 
economy of scale and what other reasons, costs, are very few. And 
so the distance to travel is extremely long and costly. 

We have, with the Department’s help, certified a mobile slaugh- 
ter unit. It has not been cost effective to operate because we cannot 
get the inspectors. We have some interest with some of the ranch- 
ers, being the Hearst Corporation and the Packard families, and 
things like that, who have ranches that are now kind of interested 
in creating an organic market for meats with a local slaughter 
plant. 

And the question is, with sequestration, can we — because we 
have been trying to develop the cost-effectiveness of getting an in- 
spector. Obviously, you are going to have to ride circuit. But we do 
have inspections, and I think I, in my district, have about a dozen 
places now where meat is included in a product, so they — Monterey 
Pasta, and things like that — they have to have an inspector. 

Is it a different inspector that goes into a facility that is adding 
meat to a product than a slaughter inspection? And could — is there 
a way of working out — because we do not have any fees for service 
in this industry, do we? You do not charge user fees like the res- 
taurant — like local governments do for inspecting restaurants, and 
things like that. 

Ms. Hagen. We do not. 

Mr. Almanza. For non-amenable species we do. 

Mr. Farr. For non 
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Mr. Almanza. Non-amenable. 

Ms. Hagen. Things that are not covered under the act. 

Mr. Farr. Mm-hmm. 

Ms. Hagen. But did you realize that is the congressman’s ques- 
tion? 

Mr. Farr. I am asking this question kind of very broadly because 
it is really part of a rural strategy which I think the Secretary has 
been very interested in trying to take rural America and bring 
business to it, rather than having every young person flee because 
of not having the infrastructure, and sort of rebuilding, reinvesting 
in rural America and I think in a way — not that our area is hurt- 
ing, is a poverty area — ^but what it is trying to create is these new 
market niches in organic. 

My cattle ranchers have said, “Look, the guy next door is grow- 
ing grapes and putting them in a bottle with is own name on it. 
I grow cows, cattle, and I want to butcher them and wrap them. 
I can serve them on my ranch, but I cannot sell them to the cus- 
tomers on my ranch to take home.” And I want to be in that proc- 
ess of being able to have a continuum of kind of local meat, just 
like you have local produce and local wines, and things like that. 

Ms. Hagen. You want to address the congressman’s question 
about inspector resources there? 

Mr. Almanza. So we have a number of flexibilities with our in- 
spection personnel. Basically those are CSI positions, consumer 
safety inspector positions, that can perform both processing and 
slaughter inspection procedures. We have a number of them. In 
fact, some of them that we currently have are assigned to the mo- 
bile slaughter positions that we have, or the facilities that drive 
around. 

Probably the — one of the things that we have to work with the 
mobile slaughter unit is that where they are going to be on a given 
day and kind of in order for us to use our resources appropriately, 
to be able to plan ahead so that if they are going to be in a certain 
part of the county, then we will have an inspector that is avail- 
able — 

Mr. Farr. Well, that is just scheduling. That is something we 
could work out. 

Mr. Almanza. Yes 

Mr. Farr. But the problem we are having is just sort of the in- 
ability to get those inspectors, because it is kind of a rural area. 
It is not in an urbanized setting. 

Mr. Almanza. Oh, I — when I started my career, I started in 
Dalhart, Texas. There is not much more rural than that. I mean, 
so we have them all over the place, in one-man operations and, like 
I said, 38 plant operations. So the rural piece of it, that really 
doesn’t matter. We can accommodate those. 

Mr. Farr. All right. Well, I would like to work with you, and I 
know Ms. Pingree is interested in this in the northeast, to do the, 
you know, organic and farmers markets, and things like that. 

Mr. Almanza. Sure. 

Mr. Farr. I think it is opening up a new market opportunity for 
business people, and that is what we are all about. 

Thank you, Mr. Chairman. 

Mr. Aderholt. Ms. Pingree. 
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LOCALLY-SOURCED MEAT 

Ms. PiNGREE. Thank you, Mr. Chair. I know we are wrapping up, 
so I will just reinforce what the ranking memher said, and say I 
would like to follow up with you. I know today has really been so 
focused on, how are you going to deal with the imminent cuts and 
how you are going to just keep surviving and keeping food safe dur- 
ing a really complicated financial time. 

But again, going back to the concerns I hear from my district, my 
region of the country, and really from people around the country, 
is this growing new market that USDA, in its 2012 ERS report on 
slaughter processing options and issues for locally-sourced meat, 
said that there is 20 percent growth in this market. But, as we 
know, there is a lot of challenges out there for smaller facilities, 
some of the rules around custom processing. 

I would just love to spend a little more time sitting down with 
you and seeing how the Department is assisting with that, think- 
ing about ways, we can, to any extent possible, be creative, or any 
of the things I should know that is not functional in legislative lan- 
guage, so we can be of assistance to those people who want to do 
it. 

I will leave it there for now, because I think it is time to end up 
for the day. But I appreciate your being here today 

Ms. Hagen. Happy to be here. 

Mr. Aderholt. Thank you. Well, Dr. Hagen, Administrator 
Almanza, thank you for being here today and for your testimony. 
We look forward to working with you. I know there has been some 
request for follow-up on some answers, and we 

Ms. Hagen. Sure. 

Mr. Aderholt [continuing]. Look forward to getting those as we 
move forward in the process. 

So, again, we appreciate your presence here today and shedding 
a little bit of light on the sequestration and how it impacts the food 
service and inspection service — Food Safety and Inspection Service. 
And again, we appreciate your testimony. And so, at this point, the 
hearing is adjourned. 

[Questions submitted for the record:] 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
FOOD SAFETY AND INSPECTION SERVICE 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEI^RING 
MARCH 13, 2013 

QUESTIONS SUBMITTED BY CHAIRMAN ROBERT ADERHOLT 
Poultry Slaughter Modernization Proposed Rule 

Mr. Aderhoit: What is the primary mission of the Food Safety and 
Inspection Service? 

Response: The Food Safety and Inspection Service (FSIS5 is the public 
health agency in the U.S. Department of Agriculture responsible for ensuring 
that the nation's commercial supply of meat, poultry, and processed egg 
products is safe, wholesome, and correctly labeled and packaged. 


Mr. Aderhoit: On January 20, 2012, the FSIS proposed a rule for 
modernizing young chicken and turkey slaughter inspection that would focus 
FSIS inspection resources on areas of the poultry production system that pose 
the greatest risk to food safety. What is the status of the rule? 

Response: Corriinents were received on this proposed rule from January to 
May 2012. We are in the process of preparing a final rule that takes into 
account the feedback that we received during the comment period. 


Mr. Aderhoit: Does FSIS have data from the pilot (HIMP) that shows that 
implementation of the proposed rule will improve food safety? 

Response: Yes. Data from the HTMP pilot study shows that an inspection 
system with increased off-line inspection activities results in greater 
compliance with public health-related regulations (such as sanitation and 
HACCP regulations), carcasses with lower levels of visible fecal 
contamination, and carcasses with equivalent or lower levels of Salmonella 
contamination than the inspection systems that FSIS has employed. The full 
results of the HIMP pilot project evaluation can be found on our website 
among our rulemaking materials: 

http; //WWW. f s i s . usda . qov/PDF/ Evaluation HACCP HIMP.pdf . 


Mr. Aderhoit: Does that data shovi that salmonella and Campylobacter are 
reduced in products that are produced under the pilot inspection system? 

Response: Yes. Our data show that an increase in unscheduled offline 
inspection procedures leads to fewer Salmonella and Campylobacter illnesses. 
This finding has been supported by the results of our testing. 


Mr. Aderhoit: How will food safety improve under the rule? 

Response: We introduced this modernization proposal because our data 
demonstrates that the proposed system will prevent foodborne illnesses - at 
least 5,000 per year. It will prevent illnesses by making commoasense, 
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sclent i. f icaliy-verif led changes to the way that inspection personnel do their 
work in plants. 

This is significant because for the past 10 years, the food safety 
comrrLunity hasn't been able to make any headway in the fight against two 
dangerous strains of bacteria that are co.mmonly found in poultry products - 
Salmonella and Campylobacter, While poultry only accounts for a fraction or 
the illnesses attributable to Salmonella and Campylobacter, the numbers are 
sti-11 significant. Together, these two bacteria cause approximately 344,000 
poultry-associated foodborne illnesses every year. Most troubling is the 
fact that, despite oil of our efforts, rates of illness caused by these two 
foodborne pathogens have not changed, even showing occasional rises, in 
recent years. 

We need to find a way to bring illness rates down, and if we are to do 
so, one thing is clear: v-^e cannot continue regulating the poultry industry as 
we have. FSTS can't keep focusing on food quality assurance tasks •• work 
that cur food safety inspectors are currently doing - hoping that checking 
for extra feathers and bruises in chickens will make a dent in the rates of 
illnesses caused by Salmonella and Campylobacter. We need all of our 
employees to be primarily focused on a single purpose: protecting public 
health through food safety. Our inspectors shouldn't do a company's quality 
assurance work. They should ensure that a company produces safe food. 

Under our newly-proposed inspection system, most inspector.s who have 
performed quality control checks under our old system will perform food 
safety tasks that have been de.monstrated to make food safer, such as making 
sure a company's food safety plan is effective and conducting tests for the 
harmful pathogens that cause foodborne illness. 

We started testing this new inspection system in a pilot program that 
began in 1999. In participating plants. Salmonella contamination rates are 
lower than in other plants. This refocused inspection system works. 

By implementing this new type of inspection system broadly, we would 
enable FSIS inspection personnel to better fulfill our mission. We would 
still be in every poultry slaughter plant every day, inspecting every chicken 
that enters the food supply. We would just be doing it better. 


Mr. Aderholt: What are the food safety benefits of requiring 
establishment personnel to conduct carcass sorting activities before FSIS 
conducts online carcass inspection so that only carcasses that the 
establishment deems likely to pass inspection are presented to the carcass 
inspector? 

Response: Under the new system, the plant will focus on doing the 
quality, non-food safety sorting activities, and present only birds that pass 
their evaluation to FSIS for official inspection. This will allow our 
inspection program personnel to focus on the tasks most directly connected to 
public health. The inspector who remains on the line will now focus on 
verifying that the birds going into the chiller are free from Septicemia, 
Toxemia, and fecal contamination. The offline inspectors wi.ll be able to 
focus solely on the offline verification tests - the tasks most connected to 
food safety. The offline inspectors 'would not be stationed in one location, 
but could move up and down the line. The tasks that the offline inspectors 
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perform would include microbial sampling, residue sampling, and verification 
of the plant's overall food safety systems. 


Mr. Aderholt: In what way does reducing the number of online FSIS 
carcass inspectors to one per line increase effectiveness over the current 
system? 

Response: The key issue in poultry inspection is not the number of 

inspectors on the line. The expected effectiveness of the proposed system 
has to do with the type of work that each FSIS employee is doing in the 
plant. Currently, in plants, there are multiple FSIS employees who are 
performing the plants' quality evaluation tasks. They are coinplemented by 
additional FSIS inspectors who are performing off-line verification tasks - 
tasks that include conducting microbiological sampling and checking that a 
plant's KACC? plan is functioning as intended. 

Under the proposed system, most inspectors who have performed quality 
control checks under our old system would perform food safety tasks that make 
food safer. Plant employees appropriately will pick up the quality control 
work that FSIS inspection personnel previously performed. This means that 
under the proposed system, all FSIS inspectors will be focused on tasks that 
are directly related to food safety. With the proposed system, our data show 
that we can make progress in meeting our mission and ensuring a safer food 
supply. 


Mr. Aderholt: How does removing the existing Finished Product Standards 
and replacing them with a requirement that establishments operating under the 
new inspection system maintain records to demonstrate that the products 
resulting from their slaughter operations meet the regulatory definition of 
"ready-to~cook poultry" improve food safety? 

Response: The Finished Product Standards are not related to food 
safety. The Finished Product Standards focus on quality-related non- 
conformances (e.g., blisters, pin feathers, bruises). Requiring that plants 
maintain their own documentation to show that birds meet the "Ready to Cook" 
definition means that plants must make decisions with respect to quality 
control and not rely on FSIS as their quality control manager. Importantly, 
FSIS will still be in the plant every day, verifying that plants meet quality 
standards . 


Mr. Aderholt: Has FSIS worked with NIOSH and OSHA through this process? 
Explain . 


Response: Yes. Vvhile we as a food safety agency do not have the 
authority or expertise to regulate worker safety, we have been working 
closely with the Occupational Safety and Health Administration (OSH.A) and the 
National Institute for Occupational Safety and Health (NIOSH) on important 
efforts to strengthen the Federal government's protection of poultry plant 
employees. That protection must uitimatsiy come from those two Federal 
agencies, however, which have the regulatory authority and expertise to 
address worker safety. 

As specific examples of our collaboration with OSHA and NIOSH, we have 
asked NIOSH to study the effects of line speeds on plant workers. We have 
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also been coordinating with OSHA to explore how we can assist Lhat agency 
within our legal authority, including training FSIS inspectors to report 
plant worker safety concerns to OSHA. 

Mr. Aderhoit: FSIS’ fiscal year 2014 budget request anticipates 
implementation of the rule to continue throughout fiscal year 2014. What are 
the benefits to public health when this rule is impleinented? 

Response: Our risk assessment found that the system that we are 
proposing would prevent at least 5,000 foodborne illnesses per year - all by 
making conunonsense, scientifically-verified changes in the way inspection 
personnel do their work in plants. 


Mr. Aderhoit: Will pathogen testing increase, decrease, or stay the 
same under the modernization rule? 

Response: FSIS pathogen testing will increase along with the increased 
focus on off-line verification activities, the tasks most connected with 
ensuring a safe food product. 


Mr. Aderhoit: Does FSIS have an estimated timeline of when the GAO will 
conclude its audit work on USDA's Pilot Inspection System? 

Response: We cannot speak for another agency's timeframes, but we are 
cooperating closely with GAO during its revie'w. 


Mr. Aderhoit: Has USDA' s Office of General Counsel reviewed the rule 
and whether or not the proposed rule is on sound legal footing? 

Response: Yes. The Office of the General Counsel reviewed the proposed 
rule and determined it is legally sound. 


Motor Vehicle Fleet 

Mr. Aderhoit: According to the table on page 21-7 of the explanatory 
notes, the annual operating cost for the 75 additional vehicles proposed in 
fiscal year 2014 averages $14,893 per vehicle. Yet, the FY 2012 average was 
$3,364 and the FY 2013 average was $6,870. What is the reason for this 
increase? 

Response; These averages are incorrect because the dollar increase 
from year to year includes more factors than just the increase in number of 
vehicles. The estimated increase includes changes in GSA rates, surcharges, 
and accident charges for more than 2,000 vehicles that the Agency already 
leases. The average costs for the fleet are $5, 498, $5,560, a.nd $5, 863 for 
FY 2012, 2013, and 2014 respectively. Additionally, new cars do not all 
arrive at the same time in the beginning of the fiscal year. The costs for 
new vehicles are prorated based on their different delivery dates. 

Therefore, adding a vehicle in November will cost the .Agency more in that 
fiscal year than adding a vehicle in September. 
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Mr. Aderholt:: In reference to footnote a./ on page 21-7, if the 
reimbursable rate for operating POV has been reduced, how is it less 
expensive for FSIS to provide government vehicles? 

Response: There are two relevant GSA reimbursement rates: one rate for 

employees who opt to use a privately owned vehicle (POV) {$0.24 per mile) and 
one rate for high-mileage drivers who request a Government -owned vehicle 
(GOV) but there is not a GOV available and they use their own vehicle ($0,565 
per mile) . In rece.nt years, the POV rate decreased from $0.29 to $0.19 per 
mile causing many high mileage drivers to request the use of GOVs . Although 
the POV rate has increased to the current rate of $0.24, it has not been 
enough to cause drivers to revert to using their POVs. 

The average employee with a GSA vehicle drives aboiat 17,800 miles per 
year to carry out inspection tasks. It costs FSIS about $5,600 annually to 

lease and use this vehicle. However, if FSIS were to reimburse the same 

employee to use his/her own personal vehicle, it would cost the Agency about 

$10,000 annually at the current reimbursement rate of $0.57 per mile. 

Consequently, FSIS saves about $4,400 per alternative fuel vehicle (AFV) user 
by leasing vehicles for these drivers. 


Mr. Aderholt: The footnote on that page says, in part, that "the 
assignment of a government vehicle to a high mileage driver is a cost saving 
to the agency compared to paying the employee to use their POV at the 
reimbursable rate." Since 2011, the annual operating costs have increases 21 
percent. Would the use of reimbursable rate for POV reflect a 21 percent 
increase since fiscal year 2011? 

Response: The reimbursable rates for POVs do not reflect a 21 percent 

increase. The increase in total leased vehicle costs is not comparable to 
changes in reimbursable rates. The vehicle cost increase is primarily caused 
by a shift in high-mileage drivers wanting to drive GOVs instead of a POV. 

As a high-mileage driver, when you opt to use your own vehicle you are 
reimbursed at the lower rate of $0.24. Our employees are finding that, in 
the current economy, they can no longer afford to use their POV at this 
reimbursement rate. Consequently, more high mileage drivers are requesting 
that Government vehicles be provided to them for their official duties, and 
FSIS has seen an increase in requests over the last three years. Other 
causes of increases are rate increases for GSA vehlcle^s over the years. 
Although GOV costs have increased 21 percent since 2011, they are still less 
expensive than if drivers were utilizing their POVs at the $.565 rate. 


Mr. Aderholt: Why is the estimate for vehicles in fiscal year 2013 
$687,000 for 100 vehicles while in fiscal year 2014 the estimate is 
$1,117,000 for 75 vehicles? 

Response: These estimates, comparing the dollar amounts and the number 
of vehicles, are misleading. The dollar amount increase each year is not 
tied solely to the number of new vehicles added to the fleet. The FY 2014 
dollar increase includes a factor that accounts for changes in GSA rates, 
surcharges, and accident charges for over 2,000 vehicles that the agency 
already leases. The average costs for the fleet are $5,498, $5,560 and 
$5,863 for FY 2012, 2013 and 2014 respectively, resulting in only a 1% 
increase from FY 2012 to FY 2013 and a 5/ increase from FY 2013 to FY 2014. 
Additionally, new cars do not all arrive at the same time in the beginning of 



70 


the fiscal year. The estimated costs for ne-w vehicles are prorated based on 
their different estimated delivery dates. The exact same number of cars at 
the same rate added in two different years might have different dollar 
increases based on when the vehicles are delivered. For example, adding a 
vehicle in November will cost the agency more in that fiscal year than a car 
added in September. 


Mr. Aderholt: What were the actual acquisition costs for; vehicles in 
fiscal year 2012, and what are the fiscal year 2013 and 2014 estimates? Per 
Vehicle? 


Response: We do not have acquisition costs because we do not own 
vehicles; we lease our vehicles from GSA. 


rSIS Laboratories 

Mr. Aderholt; What are the total annual costs to operate the three FSIS 
laboratories ? 

Response: The cost to operate the three FSIS laboratories has totaled 
$40-41 million annually over the last several years. 


Mr. Aderholt: What are the total annual costs by location? 
Response: The information is provided below for the record. 


ACTUAL FOR FY 2012 



Eastern Lab* 
(Athens, GA) 

Midwestern Lab 
(St, Louis, MO) 

Western 
(Alameda, CA) 

Actual Dollars 

$23,849,269 

.$9, 341, 358 

$6, 901, 655 


* The Eastern Lab facility includes frontline laboratory and 
employees who support the Quality Assurance operations^ Food 


Emergency Response Network, outbreak response staff responsible for 
genetic/molecular activities such as PFGE and antimicrobial 
sensi tivi ty testing. 


.Mr. Aderholt: How many FTE are assigned to each laboratory? 
Response: The information is provided below for the record. 




Midwestern Lab i 



Eastern Lab* : 

(St. Louis, 

Western 


(At.hens, GA) 

MO) 

(Alameda, CA) 

Number of Full-time Equivalents 
(FTEs) 

124 

75 

48 


* The Eastern Lab facility includes frontline laboratory and employees who 
support the Quality Assurance operations , Food Emergency Response Network, 
outbreak response staff responsible for genetic/molecular activities such as 
pulse- f ield gel electrophoresis (PFGE) and antimicrobial sensitivity testing. 
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Mr. Adejrholt: Provide an object class breakout for each of the 
iaboraLories? 

Response: The information is provided below for the record. 


ACTUAL FOR FY 2012 



Mr. Aderholt: What percentage of baseline testing is being conducted by 
FSIS laboratories and what percentage of baseline studies does FSIS contract 
out? 

Response: From 2004 through the last survey in 2010 (raw liquid egg 
products), all baseline testing has been outsourced. 


Mr. Aderholt: What is the a.nnuai cost of contracting out FSIS baseline 
studies? 

Response: The information is provided below for the record. 

FY2010 - Liquid Egg Baseline: $1.530M 
FY2009 - Market Kogs Baseline: $709K 
FY2008 - Chicken Parts baseline: S1.901M 
Fy2006 - Young Turkey Baseline: $1-322M 
FY2005 - Young Chicken Baseline: $2.393M 
FY2004 •• Beef Baseline: $1.003M 

At present, four staff members at FSIS headquarters work on the 
planning and execution of this work, but this is not a full-time activity. 
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Mr. Aaerholt; Kow .niany vendors has FSIS worked with to conduct baseline 
work over the past seven years? Which ones? 

Response: FSIS has worked -with one vendor. Food Safety Net Services 
Ltd., to conduct baseline work. 

Mr. Aderholt: Does FSIS have the same scope of accreditation (ISO/IEC 
17025:2005 accredited through A2LA) for individual baseline lino tests as 
vendors conducting this work? 

Response: Yes, ERSIS's scope of accreditation is equivalent to and even 
broader than that required of laboratories to perform baseline tests. 

Mr. Aderholt: Does FSIS have any complaints with the vendors that it 
has contracted with to carry out baseline work? 

Response: FSIS has no complaints with the vendor used for baseline 
surveys . 


Mr. Aderholt: Row important is the data reporting and who has the most 
experience doing so? 

Response: Baseline surveys provide essential data and information for 

the development of performance standards and performance guidance. Without 
determining the microbiological status of the industry and specific 
commodities, we could not provide accurate public health guidance or estimate 
the effectiveness of regulatory policy. In addition, data generated from 
baseline surveys is used for agency risk assessments and risk determination. 


Mr. Aderholt: How urgent is the upcoming E. coii 0157:H7 and STEC 
baseline project in order to prevent foodborne illness and related 
h o s p i t a .1 i. z a. t i,. o n s ? 

Response: This baseline is very important and urgent, as results from 
this study will be used to provide regulated industry with additional 
guidance on STECs and Salmonella to expeditiously prevent/reduce illnesses 
and hospitalizations. 

Baselines are essential for the development of performance standards. 
Without documenting the current state of the industry, we cannot accurately 
estimate the effectiveness of regulatory policy. Additionally, baseline 
studies are sometimes needed to support the rulemaking process. 

Mr, Aderholt: How quickly could FSIS conduct a baseline study relative 
to how quickly a contractor that FSIS has been working with is able to 
conduct such a study? 

Response: Considering all of the parameters involved in computing the 
turn-around time, both FSIS laboratories and the contract laboratory will 
have a similar completion timeline for a baseline study. Baseline study data 
gathering is conducted over a year to take into accou.nt potential seasonality 
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Mr. Aderholt: Who is more likely to have a quicker turn-around time? 

Response: Considering all of the parameters involved in computing the 
turn-around time, FSIS laboratories and the contract laboratory will have a 
similar completion timeline for a baseline study. However, FSIS laboratories 
would have a slight edge in being faster as it v^ould not have to go through 
the contracting process. In addition, FSIS would have the potential for 
real-time access to the complete set of information on a given sample since 
the baseline data would be in FSIS' databases, while a contractor would have 
to transfer the data after the study is complete. 


Mr. Aderholt: If FSIS calculates total cost of conducting baseline 
studies, how does this compare to the price of a contractor to conduct the 
same baseline studies? 

Response: Overall, in-sourcing will be less expensive because of the 
leveraging of resources already in place for conducting regulatory sample 
analyses, v-jhich is why FSIS plans to conduct the next baseline study in 
house . 


Mr. Aderholt: With the addition of Salmonella in beef testing coming to 
FSIS how will. FSIS be able to take on more testing without adding mere labor 
and fac.ilities? 

Response: FSIS has been consistently seeking opportunities to improve 
efficiency in operational and technical parameters. FSIS modified the 
original methodology to include the possibility of using one sample to obtain 
information on multiple bacterial targets (£. coli and. Sa.lmonella) instead of 
one target. The Agency has also conducted time experiments to significantly 
improve the efficiency in processing each sample. Since FSIS will only have 
to prepare a single sample and use a single enrichment medium for every 
carcass swabbed, no additional facilities or labor will be required. The 
single-sample method is now available due to scientific advancements in 
enrichment media and improvement in detection sensitivity. 


Mr. Aderholt; Do you feel there is a conflict of interest by having the 
FSIS labs complete baseline work when they are doing day-to-day regulatory 
test i ng? 


Response: No, there is no real or perceived conflict of interest in 
FSIS conducting this work, which aligns with the Agency's mission statement. 


Object Class Breakout/Project Statement 

Mr. Aderholt: Is 41.0 the object class that State Food Safety 
Inspection grants would be obligated under? 

Response: Yes, the State food safety inspection grants are obligated 
under this object class. 
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Mr. Aderhoit: Accordirig to the object class breakout on page 21-16 of 
the explanatory notes, FSIS obligated $52,014 million for grants in fiscal 
year 2011, and $48,454 in fiscal year 2012. What is the reason for the 
red\iced amount in fiscal year 2012? 

Response: The obligation amount in FY 2011 erroneously included charges 
not related to state food safety inspection grants. FSIS actually spent $48.1 
million on Grants to States in FY 2011. 


Mr. Aderhoit: On the project statement, $61,701 million was obligated 
in fiscal year 2011 for State Food Safety and Inspection grants, and $61,837 
million was obligated in fiscal year 2012. Why are these figures different 
that than the display in the object class? 

Response: There are other costs associated with State programs that 
do not appear in object class 41, for non-grant support (such as FSIS 
employees auditing State inspection operations) . 


.Mr. Aderhoit: To what does FSIS attribute the $5,163 million increase 
for equipment from fiscal year 2011 to fiscal year 2012? Why does this 
object class line increase an additional $1.2 million in the current year and 
the budget year? 

Response: The perceived increase is actually caused by reduced 
expenditures in FY 2011. FSIS deferred equipment purchases in 2011 because 
the Agency did not receive an appropriation until midway through the fiscal 
year. FSIS also had its appropriation reduced by $12 million between 2010 
and 2011, 

The increase in the current year and budget year would enable FSIS to 
purchase equipment to implement an automated time and attendance system and to 
cover costs for the backlog of regular computer replacements. 


Mr. Aderhoit: Why does the average salary for GS positions increase by 
$3,200 in the budget year? 

Response: The average salaries for GS positions are estimated to 
increase because of the proposed mandated one percent pay costs increase and 
implementation, of the Modernization of Poultry Slaughter Inspection proposal. 
As part of the proposed modernization, a significant number of poultry 
slaughter positions will be upgraded to the next grade level, while lower 
graded positions will be eliminated. The combination of these factors will 
lead to a higher average GS employee salary. 


Cooperative Interstate Shipm.ent Program 

Mr. Aderhoit: FSIS is seeking an increase of $2,353 million for 
Cooperative Interstate Shipment Program in fiscal year 2014. How much is 
FSIS currently spending on this program? 

Response: FSIS expects to obligate $462,000 for the Cooperative- 
interstate Shipment Program. FSIS is reviewing some other reimbursement 
requests that could potentially add another $200,000 to our expenditures. 
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The costs so far for E’Y2013 are relatively low compared to the FY2014 budget 
request because the first state was just accepted into the program in late FY 
2012 and two more were accepted so far in FY2013. FSIS expects other states 
that have not yet joinejd the program to observe these first states and follow 
their lead. This program could expand to as many as 100 - 170 establishments 
in 20 States in FY 2014 and should be fully implemented in FY 2015. 


Mr. Aderholt: How^ many state programs are active? 

Response: The Agency has signed Cooperative Interstate Shipment 
Program agreements with three States: Ohio, Wisconsin, and North Dakota. 
Additionally, Indiana applied for a cooperative agreement, and is working 
toward rrieeting the program requirements. 


Mr. Aderholt: How much does each program receive? 

Response: Each State receives an annual reimbursement of 60 percent of 
its eligible expenses. For FY 2013, projected reimburse.ment for Ohio is 
$242,000, Wisconsin's is $45,000, and North Dakota's i.s $36, 000. Although 
Indiana has not been accepted into the program; if Indiana was accepted, 

FSIS estimates $111,000 for reimbursement of authorized preparation costs. 

Mr. Aderholt: How long does it take for a state program to achieve 
equivalency? 

Response: There is no set timeline, as each State will proceed at its 
own pace. Ohio took approximately one year to be accepted into the 
program. However, FSIS expects that subsequent States joining the program 
will be able to use the first states as models and will be able to complete 
the process in a shorter timeframe. 


Mr. Aderholt: How long did it take for the four State programs to 
qualify to ship interstate? How long did it take for the State of Ohio to 
become the first program to sign the first cooperative interstate agreement 
since the establishment of the program in the 2008 Farm Bill? 

Response: The first three States, including Ohio, took about one year 
to complete the process and sign Cooperative Interstate Shipment Program 
agreements. Indiana applied for a cooperative agreement and is currently 
working toward meeting the program requirements, but there is no time table 
for Indiana's potential acceptance. 



76 


QUESTIONS SUBMITTED BY CONGRESSMAN TOM LATHAM 
Sequestration/ Furloughs 

M.r . Latham: It is critical our food producers know as soon as possible 
when the furloughs of inspectors will begin. Do you have an estimate of when 
they would begin? 

Response: FSIS originally estimated starting the furloughs in July. 


Mr. Latham: Based on comments made by Secretary Vilsack during the 
March 5, 2013 House Agriculture committee hearing we are making an assumption 
that FSIS has been taking steps throughout the fiscal year to reduce expenses 
through a variety of mechanisms, such as not filling open positions, limiting 
travel, etc. How much of the approximately $53 million identified by 0M3 has 
the agency already saved, and how much will the agency need to save by the 
end of the fiscal year to satisfy sequestration requirements? 

Response: FSIS reduced costs by approximately $21 million by March. 

Most of the remaining shortfall was going to be achieved through Agency-wide 
furloughs . 


Mr. Latham: Are there any constraints imposed by collective bargaining 
agreements that would prevent a rolling (versus simultaneous) furlough of 
front line inspection personnel that could avoid a shutdown of slaughter and 
processing facilities? If so what are these constraints? 

Response: FSIS would have to negotiate the furlough with the Union, 
which affects the time left in the fiscal year to conduct the furlough. 
However, collective bargaining agreements have no bearing on the Agency's 
ability to do rolling furloughs. FSIS determined that rolling furloughs 
would be very complex to conduct, would increase our travel costs, might 
increase the impact on the industry, and most likely would result in a 
disparate impact on establishments. An Agency-wide furlough would, be easier 
for both FSIS and industry to plan around, thus making it less disruptive to 
the industry, the economy, the animal pipeline, and FSIS employees, and it 
would provide the most equitable impact on establishments. 


Horse Processing Inspection 

Mr. Latham: Do you currently have any requests to grant inspection for 
facilities that want to process horses for human consumption? If so could 
you please walk me through the steps FSIS has taken to evaluate these 
requests and give me a status update? 

Response: Yes. FSIS has received applications for grants of inspection 
for horse slaughter- However, the Agency has not approved any such grants. 
Before approving a grant of inspection, FSIS verifies through on-site review 
that each establishment has: 1) developed written Sanitation Standard 
Operating Procedures (9 CFR 416.12), 2) conducted a hazard analysis and 
developed and validated a Hazard Analysis and Critical Control Point plan (9 
CFR All .2 and 417.4), 3) developed written recall procedures (9 CFR 418), and 
4) established separation from any unofficial establishment (e.g., PDA 
regulated product, custom or retail exempt product). The Agency also is 
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Gnsuring that each establishment qualifies for a categorical exclusion from 
the National Erivironraentai Policy Act. 

For more information on the application process for FSIS grants of 
inspection, visit: 

htt p : / / WWW . £ s i s . d a . go v/ReguIations & Policies/Grant of In s p ection Gui de line 
/ index . asp . 


Mr. Latham: With regard to the situation in the UK and the misbranded 
product that contains horsemeat- what safeguards does FSIS have in place to 
prevent a similar situation from happening here in the U.S. should the 
processing of horses tor human consumption resume? 

Response: FSIS takes very seriously our role in making sure that meat, 
poultry and processed egg products are labeled truthfully and accurately, and 
we would apply the same regulatory enforcement to horse meat as we do for all 
products that we regulate. 

Meat and poultry slaughter establishments cannot operate legally 
without the presence of FSIS inspection program personnel. FSIS inspects 
every animal presented for slaughter both ante mortem and post mortem, and 
ensures industry compliance with all relevant statutes and regulations. It 
would not be allowed to slaughter horses in the same facility as other 
species. FSIS visits all domestic establishments processing meat and poultry 
products at least once per shift per day, and the Agency would apply the same 
vigilance at establishments processing horse meat to ensure that the product 
is labeled truthfully in addition to being safe to eat. 

Species tests on meat and poultry products are one measure that FSIS 
uses to protect consumers against economic adulteration. For imports, the 
Public Health Inspection System prompts species testing at intervals based on 
approximately 3,600 combinations of countries, species. Hazard Analysis and 
Critical Control Point categories, and product categories. The intervals are 
recalculated annually based on the import history to adjust for changes. 

FSIS inspectors also may call for a test if they suspect economic 
adulteration. This is more common with domestic product than with imports. 
Typically, tests for fat content, water content, and other economic 
adulteration concerns are called for along with a species test. 

FSIS is confident that the inspection system at ports of entry ensures 
the safety of products that come into the United States every day. However, 
as an added safeguard to make absolutely certain t.hat the food supply remains 
unaffected by the recalls abroad of horse meat fraudulently mislabeled as 
be65f, FSIS increased species tests for meat imported to the United States to 
include all imported raw ground beef or veal components and raw ground beef 
or veal that FSIS analyzes for Shiga toxin-producing E. coli (STEC) as well 
as ail products imported from certain countries involved in those recalls. 

Any product failing a. species test would be refused entry into the United 
States . 


Mr. Latham: I learned of a statement from USDA's office of 
communications released to those inquiring about the issue of horse 
processing inspection {below) - can you please confirm the accuracy of this 
statement and if USDA is taking a public position to oppose the processing of 
horses in the U.S.? 
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"In the Fiscal Year 2012 Agriculture Appropriations Act, Congress 
lifted the ban established in 2006 that prevented horse slaughter in 
the United States. While there are currently no establishments 
authorized to slaughter horses, several companies have requested that 
FSIS reestablish inspection . These companies must still complete 
necessary technical requirements and FSIS must still complete its 
inspector training, but at that point, the Department will legally ha 
no choice but to go forward with inspections , which is why we urge 
Congress to reinstate the ban." 

Response: Yes, this statement is accurate. Existing language in the 
Federal Meat Inspection Act requiring FSIS inspection of horses slaughtered 
for human consumption was never amended by Congress. Thus, tho Depart-ment 
will have to go forward with inspection of horses at slaughter, U50A will 
continue to carry out its statutory obligations under the Federal Meat 
Inspection Act, among other requirements, unless otherwise directed by 
Congress , 
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QUESTIONS SUBMITTED BY CONGRESSMAN ALAN NUNNELEE 
Office of Catfish Inspection 

Mr. Nunneiee: I understand there is a great deal of confusion on the 
issue of catfish inspection, and unfortunately, the issue has received a lot 
of negative attention as the Farm Bill debate continues. In particular the 
confusion seems to be that the program, is somehow duplicative when in fact, 
it is not at ail. 

FDA acknowledges they inspect less than 2% of all seafood that comes 
into the United States. Because of FSIS's good track record related to 
domestic and foreign food safety systems, the 2008 Farm Bill simply- 
transferred the authority of catfish inspection from: FDA to USDA. This -was 
done in an effort to ensure that the species that is very popular among 
consumers is aligned with the rest of the anim.ai agriculture food safety 
standards . 

This brings us to the current date - five years after the authority 
transfer began T am. for our third mieeting in a row, addressing this issue 
with you. 

I would also like to note, while FSIS has stalled on this issue, the US 
catfish industry has been disappearing at a rapid rate. These are US 
producers that provide US jobs in very rural areas, yet these jobs have and 
continue to disappear at a rapid pace. 

Last week, five years after the initial directive had been given, a 
giinuner of hope was given to the industry during the House Agriculture 
Committee Hearing on the State of the Rural Economy, Secretary Vilsack stated 
to the committee and. particularly to my colleague Rep. Crawford (AR-01), "and. 
I would agree with you. Congressman, that it'.s time for us to take action on 
catfish. And I would anticipate that that will happen this year." 

Now, I understand that raising these concerns about a program that is 
misunderstood during a time in which budgets are rightfully shrinking and 
continue to be is not ideal. However, you have had this directive since 
2008 . 


Can you elaborate on the Secretary's comments? Where are we on the 
comment review process? Specifically, when should we expect the final rule 
to be issued in 2013? 

Response: FSIS has completed its review of the comments and is 

developing a final rule. We hope to comiplete that process and have a final 
rule issued within the time fram>e mentioned by Secretary Vilsack, but we 
cannot predict a specific timeline. 

Mr. Nunne.lee: It is m.y understanding that the comments received by' USDA 
-were overwhelm.lngly in support of USDA inspection of catfish. 

Why does this process continue to progress at such a slow pace? 

Response: The issues surrounding the definition of catfish are far 

mere complex than they -would appear at first glance. However, the Agency is 
working to comp.lete the process as quickly as possible. 
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Ml. Nunnelee: What do you say to the US catfish producers and their 
employees left in the business that continue to invest in both improving 
their production/infrastructure, while also providing greatly needed jobs to 
their local economies? 

Response: Until a final rule is adopted, jurisdiction of catfish 

inspection remains with the FDA. 


Mr. Nunnelee: It is my understanding that implementing the broad 
definition for USDA catfish inspection will ensure that all catfish consumed 
in the United States is treated equally. 

Do you agree that those raising concerns may fear additional scrutiny 
on the safety of their product? Will you clarify that USDA' s intent is to 
provide equitable treatment to all catfish consumed in the US? In other- 
words, the concerns raised by som.e that we are establishing trade barriers is 
inaccurate. The USDA processes will not have one set of standards for the US 
and another for imports, correct? 

Response: As is the case for any products under its regulatory 

authority, FSIS would anticipate that f oreign-produced catfish will be raised 
and processed using equivalent food safety standards to those established for 

domestically produced catfish. The Agency does this by making an initial 

determination, that a foreign food safety system is equivalent to our own; 
through regular audits of those foreign systems; and through re-inspection at 

the border- FSIS does not have one set of standards for domestic product and 

another for imported product. 
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QUESTIONS SUBMITTED BY CONGRESSR^M DAVID G. VALADAO 
Modernization of Poultry Inspection 

Mr. Valadao: Nearly a year ago, FSIS issued its proposed rule on 
Modernization of Poultry Inspection. According to USDA's data, 
establishments operating under the HIMP pilot program perform as well as, or 
better than, traditionally inspected plants for both food and worker safety. 
Ehirtheririore , the rule will create additional poultry plant jobs and will have 
substantial budgetary savings for FSIS. Can you give us a specific update on 
when USDA plans to issue the final rule? 

Response: The Proposed Rule for the Modernization of Poultry Slaughter 
Inspection is a proposal by FSIS to update inspection at poultry slaughter 
plants and better prevent loodborne illness. FSIS took comments on this 
proposed rule from January to May 2012. We are preparing a final rule taking 
into account the feedback we received during the comment period. Next steps 
can vary but are informed by the comments that we received- The next step 
would involve interdepartmental review. 

Furlough of Front line workers/ Sequestration 

Mr. Valadao: Since the sequestration cut is permanent and mandatory, 
how will FSIS address this problem on an annual basis? Please be specific. 

Response: FSIS spends 80 percent of its funding on salaries and 

benefits, primarily for frontline personnel fulfilling food safety regulatory 
missions at approximately 6,290 establishments nationwide. An additional 15 
percent is spent on frontline travel, fixed support costs, and other 
inspection services, leaving about 5 percent for supplies and operating 
expenses. This leaves very little flexibility for sustained reductions given 
our statutory responsibilities. FSIS is pursuing Modernization of Poultry 
Slaughter Inspection, one of the few opportunities to improve food safety 
while also decreasing staffing requirements. FSIS expects to achieve savings 
from this new slaughter method in FY 2014 and beyond. 


Mr. Valadao: You mentioned several times In the hearing that you were 
flexible. Can you think of any legislation congress could provide that would 
assist FSIS in making this 5 percent cut? 

Response: FSIS expends its resources to ensure that meat, poultry, and 

processed egg products are safe, wholesome, and properly labeled. There is no 
legislative change that I could suggest that would produce a 5 percent cut 
without compromising the health and safety of the American public. 




Thursday, March 14, 2013. 

FOOD AND NUTRITION SERVICE 
WITNESS 

AUDREY ROWE, ADMINISTRATOR 

Introduction of Witnesses 

Mr. Aderholt. The subcommittee will come to order. I want to 
welcome everyone to today’s hearing. This morning we will exam- 
ine USDA’s Food, Nutrition and Consumer Services mission area. 
Our witness is Ms. Audrey Rowe, administrator for the Food and 
Nutrition Services at USDA. Welcome Ms. Rowe, glad to have you 
here this morning. 

We are pleased to hear from you, but of course, it is unfortunate 
that Under Secretary Concannon could not be here due to the deci- 
sion by the department, but one day when the administration gets 
a budget for fiscal year 2014, we look forward to having the under 
secretary testify, but again, we are glad to have you here this 
morning and look forward to your testimony. 

Opening Statement 

It is critical that we conduct oversight to USDA’s nutrition pro- 
grams, since this mission area accounts for 77 percent of the total 
resources of the agriculture appropriations bill. In fiscal year 2012, 
the Federal Government spent over $106 billion to fund and oper- 
ate the nutrition assistance programs. The Supplemental Nutrition 
Assistance Program, better known as SNAP, formerly known as 
food stamps, is a mandatory program. However it is an appro- 
priated entitlement program that receives its annual allocation 
through this very bill. In fiscal year 2012, SNAP served an average 
of 46.6 million people per month. SNAP program level totaled $80.4 
billion as compared to $40 billion in fiscal year 2008. This is a 100 
percent increase in SNAP spending during President Obama’s first 
term and is indicative of the Nation’s uncontrolled spending on the 
mandatory side. 

While the administration claims that they are cracking down on 
fraud, waste and abuse in this program, there is a wide agreement 
that much more needs to be done. 

The Special Supplemental Nutrition Program for Women, Infants 
and Children or WIC, accounts for the single largest discretionary 
program in this bill. In fiscal year 2012 WIG’s program level to- 
taled $6.9 billion and served an average of 8.9 million participants 
each month. This program has maintained a fairly high level of bi- 
partisan support, but as this program continues to consume a larg- 
er share of the smaller discretionary budget, we need to ensure suf- 
ficient oversight at the Federal level as eligibility for the program 

( 83 ) 
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has expanded. And States need to be monitored more carefully in 
their efforts to manage the program. 

Child nutrition programs in total are expected to approach $20 
billion this year. The National School Lunch Program, serving over 
31 million school children each day, had a fiscal year 2012 program 
level of $11.6 billion. USDA has issued new school meal regulations 
as directed by the Healthy, Hunger-Free Kids Act, and more pro- 
posed rules are underway. Despite some increased flexibility al- 
lowed in the program, we continue to hear the challenges facing 
schools in implementing these new regulations. We all agree the 
USDA’s food and nutrition programs were designed to provide a 
vital safety net for those in need. However, I am sure there will 
be a disagreement among us on how these programs are managed 
and operated on a daily basis. My goal is to assure the integrity 
of these programs and to make sure taxpayers dollars are spent 
wisely, as wisely as possible. 

Before I recognize Ms. Rowe for her opening statement, I would 
like to recognize the ranking member of the subcommittee, the dis- 
tinguished gentleman from California to see if he has any opening 
remarks. 


Opening Statement 

Mr. Farr. Thank you, Mr. Chairman. 

This is one of the programs that I think is most important for 
this Nation. Indeed, we had a huge debate about health care in 
America and the cost of health care, and we learned very quickly 
that the biggest cost was because of people not taking care of them- 
selves; too many people getting sick because of bad eating behav- 
iors, and inactivity. We pointed out that the military is having a 
problem recruiting. Kids today aren’t getting access to healthy 
foods. WIC — ^Women, Infants and Children — enrollees, essentially 
get access to preventive care. This is the place where we deal with 
that. 

And in light of your remarks about the integrity of expenditures, 
the wise expenditure, the wisest expenditure would be to grow 
healthy kids by getting them access to healthy foods, and this is 
the place that we do it. 

I think if we are going to really invest in an ounce of prevention 
for health care, sort of the first responders to a new healthy Amer- 
ica, it has got to be in the government feeding programs. And when 
you look at what we do, we spend about $65 billion a year, two- 
thirds of this budget, on buying food. And we ought to be leading 
by example that the guidelines we develop for nutrition are imple- 
mented, and I don’t think they are. I think we say one thing, and 
then we go out and buy the wrong things and feed them, whether 
it is to the military, whether it is to the people who are housed in 
other Federal institutions, hospitals, jails, so on, where the govern- 
ment is involved with the feeding. 

And so I have looked forward to seeing how we can use the 
power of this committee to make sure that that ounce of prevention 
really is reaching every child who is in need of food in order to 
have a healthy education. 

Thank you for your leadership. 

Mr. Aderholt. Thank you, Mr. Farr. 
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I will now turn it over to you Ms. Rowe. Without objection, your 
full testimony will be included in the record and following your 
statement, we will then go into questioning. 

So thank you and you have the floor. 

Opening Statement 

Ms. Rowe. Thank you, Mr. Chairman, and members of the sub- 
committee, for this opportunity to speak to you today. 

As you know, we are facing great challenges. Food and nutrition 
assistance remains critically important to millions of Americans. 
And although the economy is recovering and more people are find- 
ing jobs, many still struggle to put nutritious foods on their tables. 
In 2011, nearly 17 million American households had difficulty get- 
ting enough food, and in over 6.8 million households, one or more 
people simply did not get enough to eat; they had to cut the size 
of the meals, they had to skip meals or even go a day without food 
at some time during the year. 

Programs like SNAP, the school meals program, and WIC are es- 
sential to many American families still facing economic disruption 
and hardship. The positive impact of these programs is felt in com- 
munities across the country and reflect the dedication of the State 
and local agencies that operate them in partnership with USDA. 
We must continue to work together to keep these programs strong 
and effective. 

At the same time. Federal resources are constrained, and we 
must ensure that each hard-earned tax dollar is used responsibly. 
Americans expect and deserve nothing less. This has been a pri- 
ority at FNS, where we have reduced administrative costs while 
staying focused on our mission under the Secretary’s Blueprint for 
Stronger Service to modernize service delivery, while improving 
customer experience. 

I am particularly proud of our effort to reengineer the SNAP re- 
tailer operations. We created a single, national integrated struc- 
ture, resulting in enhanced oversight, greater consistency and effi- 
ciency, improved communication and better quality service. These 
changes maximize our resources and improve our ability to fight 
fraud. 

Program integrity is even more critical. While the vast majority 
of those involved in our programs are honest, any dollar lost or 
misused due to integrity problems cannot help feed a family in 
need. And waste or fraud can undermine public confidence in these 
vital programs. 

So we do not tolerate fraud or abuse. We take strong action 
against the small minority of bad actors who break the rules. Our 
approach looks across programs to focus on the greatest risk and 
takes advantage of best practices in one program to improve over- 
sight of others. 

Our record today reflects real achievements. We have reduced 
SNAP payment error from 8.9 percent in 2000 to 3.8 percent in 
2001, avoiding more than $3.6 billion in improper payments 
alone — for 2011. In trafficking, the illegal sale of SNAP benefits 
has dropped from 4 to 1 percent over the last 15 years. Preventing 
the misuse of about $2 billion in 2012 alone. At the same time we 
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are pursuing new policies to combat misuse of benefits and penal- 
ize violators more strongly. 

We are focused on reducing errors in the school meals program, 
without compromising access for low-income families or increasing 
burdens for the school. Our State partners have greatly expanded 
direct certification, preventing errors and reducing paperwork for 
schools and for families. And we are aggressively implementing 
new integrity tools, clarifying requirements and helping schools 
who are in trouble correct proWems. 

We have reduced improper certification in WIG to about 3 per- 
cent and sustained the low rate of improper vendor charges at 
about 1 percent, but we must remain vigilant. We recently took de- 
cisive action to investigate and deal with vendor management prob- 
lems in a few States. 

FNS programs also address problems of poor diet, which often co- 
exist with food insecurity. Today, more than one-third of adults and 
17 percent of children are obese. 

We are implementing the Healthy, Hunger-Free Kids Act, includ- 
ing updating our school meal standards, which are tied to Federal 
funding, increased Federal funding. We are implementing — imple- 
mentation can be challenging and we have provided flexibility in 
key areas to help schools be successful. Other reforms are under- 
way, including proposed standards for other school foods. We con- 
tinue to listen and provide assistance and support. 

Almost all Americans need help to improve their diet. The Center 
for Nutrition Policy and Promotion motivates Americans to eat bet- 
ter and be more physically active through their dietary guidelines. 
My Plate and SuperTracker. FNS aligns its programs with the Cen- 
ter’s guidance and education efforts. In sum, FNS programs will fill 
our Nation’s commitment to nutrition for millions of American low- 
income children and families every day. To achieve this, we use 
every tool to manage effectively, efficiently and with great integ- 
rity. I would be happy to answer any questions that you may have. 

[The information follows:] 
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FOOD, NUTRITION, AND CONSUMER SERVICES 

Statement of Audrey Rowe, Administrator 
Food and Nutrition Service 

Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration and Related Agencies 

Thank you, Mr. Chairman, and members of the Subcommittee for the opportunity to 
testify on the programs and services administered by the Food, Nutrition, and Consumer Services 
(FNCS) mission area. FNCS has long been committed to managing the Federal nutrition 
assistance programs with an eye to efficient and effective use of the resources available. I am 
pleased to be here today to describe and explain these efforts. 

As you know, the nutrition assistance programs remain critically important to millions of 
Americans. Although the economy is recovering and more people are finding jobs, many are 
still struggling to find the means to put nutritious food on the table. Programs like the 
Supplemental Nutrition Assistance Program (SNAP), National School Lunch and Breakfast 
programs, and the Special Supplemental Nutrition Program for Women, Infants and Children 
(WIC) are essential to families facing economic hardship. While other FNCS programs are 
much smaller in budget and clientele, they complement these larger programs by meeting 
specialized needs. This array of programs, authorized by Congress over the last 40 years, fonn a 
strong nutrition safety net to prevent hunger and improve nutrition. 

The Federal nutrition assistance programs help millions of low-income families, 
demonstrating our Nation’s broad commitment to provide families with nutritious food. Their 
positive impacts can be felt in schools, food banks, child and adult care centers, food pantries, 
soup kitchens, and family tables across our country. Their reach and their success reflect the 
dedication of the State and local agencies that operate them. These agencies have had to operate 
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through times of increased demand and shrinking administrative resources. I am grateful that 
they have sustained effective delivery of benefits to those who need them the most, while 
ensuring the integrity of program operations. 

Good Stewardship 

Each fiscal year, the Nation entrusts FNCS with taxpayer money to administer the core 
nutrition assistance programs and maintain a robust nutrition safety net. Americans expect and 
deserve a government that ensures their hard-earned tax dollars are managed efficiently and with 
accountability and integrity. We simply cannot sustain public confidence in these programs 
without meeting this expectation. 

Our commitment to good stewardship of the program includes our ability to reduce waste 
and to increase our cost-effectiveness. FNCS is pleased that it was able to reduce its costs while 
maintaining the mission of the agency through the Department’s Blueprint for Stronger Service, 
which is modernizing and accelerating service delivery while improving the customer experience 
through use of innovative technologies and business solutions. In order to support this effort, 
FNCS has taken a variety of steps to ensure proper stewardship of all available resources. It has 
reduced its spending on travel, printing, and supplies. FNCS has also consolidated cell phone 
contracts, standardized civil rights trainings and purchases of cyber security products, and 
centralized many administrative functions. 

With regard to program operations, FNCS has methodically reviewed its policies and 
procedures to identify opportunities to increase efficiency and effectiveness. We have 
encouraged our State partners to do the same and work with us to improve their own business 
processes. One of our strategies, the SNAP “Modernization Central” webpage, provides State 
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agencies with information on policy options, waivers, technology strategies, and administrative 
process improvements that they can use to improve the effectiveness and efficiency of their 
administration of SNAP. 

I am particularly proud of the way we were able to increase efficiency in our retailer 
operations in SNAP. FNCS has reengineered the process by which FNCS authorizes and 
oversees retailer participation in SNAP to maximize resources, gain efficiency, and improve 
efforts to fight fraud and ensure integrity. This process centralized all SNAP retailer operations 
into one national, integrated structure, which allowed for better oversight, greater consistency, 
better communication, and improved quality of operations. As part of this reengineering effort, 
FNCS focused on maximizing the use of our limited resources and saving Federal dollars. One 
streamlining step was to consolidate 31 field offices in 28 States into a single national office. 

We also established a national retailer management organization, and FNCS continues to take 
full advantage of available technology, and enhance our policies and procedures in an effort to 
manage SNAP retailers in a manner that ensures the integrity of the Program. 

Program Integrity 

Proper stewardship of Federal funds is intrinsically linked to constant and vigilant 
attention to program integrity. If FNCS is not able to root out program abuse and waste, we 
jeopardize public support for the programs. Although the vast majority of those involved with 
our programs are honest and abide by the rules, we cannot accept or tolerate any fraud or abuse. 
We aggressively target efforts to the small minority of bad actors who attempt to circumvent the 
rules. FNCS has enhanced penalties to deter fraud and abuse, incorporated new technologies to 
better identify and fight fraud and improper payments, and collaborated with State partners and 
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law enforcement to hold bad actors accountable. Our approach to program integrity is intended 
to focus Federal oversight and enforcement resources on the greatest risks to program abuse. We 
are pursuing a coordinated strategy that recognizes that, while each nutrition assistance program 
is targeted to different needs, they share some common design features. Each of the major 
programs must: 

• Certify participants for benefits according to eligibility rules, and determine the correct 
amount or level of benefits; 

• Deliver benefits - through electronic cards, vouchers, meals or food packages - accurately 
and consistently within Federal standards; and 

• Account properly for the use of program funds. 

In addition, since benefits for two of the largest programs, SNAP and WIC, are redeemed in 
retail stores, these retailers must be authorized and managed to ensure they comply with program 
rules and redeem benefits for appropriate, high-quality food at an acceptable cost. 

Over the years, FNCS has demonstrated a commitment to improving program integrity, 
which is epitomized by the largest program, SNAP, having driven the error rate well below 4 
percent. We are working on improvements in the other major programs and I am pleased to 
share with you some of our recent accomplishments in these areas. 

SNAP 

Over the past decade, FNCS and our State partners have worked vigilantly to ensure 
SNAP eligibility and benefit determinations achieve increased accuracy. In the past decade, we 
have successfully reduced the payment error rate from 8.9 percent in 2000 to 3.8 percent in 2011 
- the lowest-ever payment error rate in the history of the program. This translates to a savings of 
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$3.67 billion. We share this historic achievement with our State partners who, with FNCS, are 
committed to ensuring those who are eligible to participate in this critical nutrition assistance 
program receive the correct amount of benefits — not too much, not too little. Although FNCS is 
pleased to have made these significant achievements, we remain committed to working with our 
State partners to find additional strategies to improve the program’s accuracy even further. 

In addition to improving payment accuracy, FNCS has also made substantial strides in 
reducing the prevalence of trafficking, the illegal selling of SNAP benefits for cash. Through 
state of the art technology and collaboration with law enforcement partners, FNCS succeeded in 
reducing trafficking from 4 percent to 1 percent over the last 15 years. FNCS has also published 
new regulations and implemented policies to combat abuse and misuse of benefits and imposed 
stronger penalties and sanctions against retailers who violate Program rules. Just last month, 
FNCS published two rules: a final rule that expands the definition of trafficking and a proposed 
rule that would allow FNCS to suspend SNAP benefit payments to retailers suspected of flagrant 
trafficking. In addition, FNCS recently released a website that educates the public about ways it 
fights fraud and how to report abuses to help stop trafficking. 

We are pleased that our strategies are working, but we know that there is more to be 
done. While rare, fraud undermines public confidence and jeopardizes the ability of SNAP to 
serve the tens of millions of struggling families who need it the most. FNCS simply does not 
tolerate it. 

School Meals 

By making sure that rules and procedures are clear to all those involved in the programs, 
providing oversight and targeting corrective actions to poor performers, and monitoring State 


5 



92 


and local performance over time, we can help schools reduce erroneous payments without 
compromising access for low-income children and without major increases in compliance 
burdens for schools. Our responsibility for children’s nutrition, and for taxpayer dollars, 
demands nothing less. FNCS is currently obtaining survey information to update the 
measurement of improper payments in the school meals programs. In addition, we will be 
releasing a final rule on the independent review of school meal applications, and a proposed rule 
on fines and disqualifications, both that will provide additional oversight and integrity tools for 
the school meals program. FNCS continues to promote direct certification, which allows schools 
to provide free meals to children participating in SNAP and other mean-tested programs without 
an additional application. Direct certification has demonstrated highly accurate eligibility 
information and a reduction in the administrative burden paper applications place on schools and 
families. 

The bipartisan Healthy, Hunger-Free Kids Act of 2010 provided FNCS with new tools to 
improve program integrity, which we are moving aggressively to implement. Some of these 
actions include: 

• Restructuring the review process to assess school district operations, increasing the frequency 
of these administrative oversight reviews of the NSLP from once every five years to once 
every three years; 

• Strengthening direct certification for school meals by rewarding States for improvement in 
direct certification rates. 

• Providing alternatives to paper application systems in low-income areas, i.e. on-application 
alternatives to the standard Program application process to reduce the number of paper 
applications that are processed manually; and 
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• Establishing additional review requirements for school districts that demonstrate high 
levels of administrative error. 

We expect the effectiveness of these actions will improve school meal program integrity and 
be reflected in the results of the improper payments survey previously referenced. 

WIC 

As with SNAP and School Meals, FNCS is committed to ensuring high integrity in WIC. 
Research has not shown a problem with errors in WIC — data shows about 3 percent for 
certification errors and only 1 . 1 percent for vendor errors. When we discovered some challenges 
this year in a few States’ vendor management, FNCS took quick, decisive action to investigate 
the problem and develop a viable solution. We implemented new requirements to increase 
oversight activities and are vigilantly monitoring these States to ensure the problems are 
resolved. We also hired an independent research firm to examine vendor management best 
practices and will help States use the information to improve their business processes. We have 
hosted a series of Federal- State meetings focused on improving vendor management, and are in 
the midst of a full, nationwide management evaluation of each State. FNCS is proud of WIC's 
low error rate, and our actions this year demonstrate our commitment to quick, decisive action 
when challenges arise. 

Commitment to a Healthy America 

Hunger and poor nutrition are issues that have afflicted this Nation prior to the inception 
of the Federal nutrition assistance programs and remain with us today, though we have certainly 
made progress. It is troubling, but not surprising, that low-income households largely make the 
same poor food choices that higher income households make. Our recent analysis has shown 
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that the diets of households at all income levels fall short of the Dietai y Guidelines for 
Americans, even though higher income households spend over twice as much on food as lower 
income households. Therefore, since everyone’s diet is in need of improvement, we cannot 
solve the Nation’s poor diet through the Federal nutrition assistance programs alone. We must 
promote healthy eating behaviors and exercise among all Americans, including those who 
participate in our programs. The Center for Nutrition Policy and Promotion (CNPP) is working 
hard to help all Americans improve their diets and move their diets closer to the Dietary 
Guidelines. The health benefits of small improvements can be immense in terms of improved life 
quality and productivity and reduced health care costs. Therefore, the benefits of these small 
changes far outweigh these costs. 

Our commitment to a healthy America is especially important in light of the fact that 
obesity rates continue to remain high. The evidence is clear that obesity rates are at truly 
epidemic proportions across our Nation. Most recent data from the Centers for Disease Control 
and Prevention (CDC) show that 35.7 percent of adults and 1 7 percent of children are obese. 
Obesity is associated with many other health conditions, including heart disease, stroke, diabetes, 
and some types of cancer. The CDC estimates that the medical costs associated with adult 
obesity are as high as $147 billion, making obesity a public health concern we must address. 
FNCS supports several strategies to combat obesity, including encouraging all Americans to eat 
more fruits and vegetables, supporting breastfeeding, providing healthy food in schools, 
improving access to healthy, affordable food, and nutrition education. Collaboration and 
coordination with other nutrition assistance programs, federal partners, implementing agencies 
and others is required, which will help foster a broader systems approach to addressing obesity. 

FNCS is very pleased with the success of MyPlate SuperTracker, which allows all 
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Americans to track their food intake, physical activity, and weight online. MyPlate 
SuperTracker uses the new MyPlate icon, which prompts consumers to think about building a 
healthy plate with fruit, vegetable, grains, protein and dairy food groups. This popular website 
had over 1 .6 million users in January 2013 and allows users to track their weight and set calorie 
goals. SuperTracker contains the nutritional information of over 8,000 foods, allowing users to 
compare foods side by side to determine which ones best meet their nutritional needs. FNCS is 
continually improving and modifying SuperTracker based on user feedback to ensure that it is 
usable and helpful to all. 

The mission of FNCS provides us with a powerful opportunity to promote healthy diets, 
physically active lives, and healthy weights for those we serve. Our strong commitment to 
improve the health of Americans can be found in our work with MyPlate, which educates 
Americans about healthy diets, and in our nutrition assistance programs, which provide eligible 
families with access to healthy foods. The nutrition assistance programs are critical to the health 
and welfare of our Nation because they provide education and access that many families would 
otherwise not receive. 

Conclusion 

FNCS operates these nutrition assistance programs with an eye towards efficiency, 
making sure to manage effectively, while still carrying out our very important charge, making 
sure that Americans need not experience food insecurity, hunger, or poor nutrition. 

I thank you for the opportunity to present this written testimony. I look forward to a 
constructive dialogue with you to find additional opportunities to make these programs as 
effective as possible in creating a healthier America. 
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BROAD-BASED CATEGORICAL ELIGIBILITY 

Mr. Aderholt. Thank you, Ms. Rowe. 

I think it is important — by the way, let me say, we will go by the 
5-minute rule, so we will each have a round with 5 minutes so we 
will proceed under normal proceedings. 

I think it is important that Congress protects the integrity of the 
nutrition program so that they can serve those who need assist- 
ance. I think everyone on this dais would agree with that. But also 
I think participants need to meet the eligibility requirements estab- 
lished by law. I think a lot of Americans are very concerned right 
now about the exploding participation and cost of the SNAP pro- 
gram over the past 4 years. 

In fiscal year 2008, as I alluded to earlier, there was an average 
of 28.2 million participants compared to the average of 46.6 million 
participants in fiscal year 2012. Of course, the economy has cer- 
tainly been a factor in the increase, and we cannot deny that other 
policies have contributed to that growth. There are 43 States that 
have implemented a policy called a broad-based categorical eligi- 
bility or automatic eligibility for SNAP. Under this policy, most 
households are automatically eligible for SNAP primarily because 
they qualify for a noncash benefit from the Temporary Assistance 
for Needy Families program. It also means households may not be 
meeting the assets or gross income limits eligible by the SNAP law. 

Can you describe the type of noncash benefits that these house- 
holds are receiving in order to become automatically eligible for 
SNAP? 

Ms. Rowe. Well, broad-based categorical eligibility, as you know, 
is an optional policy that allows States to align their income and 
asset limits with other means-tested programs. That would be 
TANF, general assistance. Social Security Income. It is available — 
or SSI, I should say. It is available in 43 States. It is a program 
simplification. It makes it easier for States to manage their eligi- 
bility process. The contribution to people who have come in through 
the broad-based categorical eligibility is about 2.3 percent, and we 
see this as a — and that is less than 1 percent of the benefits. So 
we see the continued flexibility that this program, that this option, 
provides the States is the reason that they are very interested in 
continuing it. 

Mr. Aderholt. What about the aspect of the households receiv- 
ing the informational brochures on marriage counseling courses or 
having access to an 800 number hotline for pregnancy prevention, 
that aspect of it? 

Ms. Rowe. Well, when I was State administrator of these pro- 
grams, that was something that you provided to people as part of 
the education and information, but they still had to meet all of the 
eligibility requirements to participate in the program. 

Mr. Aderholt. So if a taxpayer or — I am sorry, if an individual 
received an informational brochure or was given access to a hotline 
number, that would in no way — their eligibility would come into 
play there, is that what you are saying? 

Ms. Rowe. Yes, sir. They would still have to go through all of the 
eligibility requirements for the State. 
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Mr. Aderholt. Well, under this policy, it is my understanding 
that there is no limit to the amount of assets a household can have 
to he eligible for SNAP. How many States have no asset limit? 

Ms. Rowe. I am not quite sure. 

Yeah, we can provide that information to you, sir. 

[The information follows:] 

Broad-Based Categorical Eligibility 

Thirty-six (36) States have no limit on assets for households that receive or are 
eligible to receive a non-cash Temporary Assistance for Needy Families (TANF) or 
State maintenance of effort (MOE) funded benefit. These households are categori- 
cally eligible for SNAP under a State option referred to as broad-based categorical 
eligibility (BBCE). In total, 43 States have adopted BBCE policies. 

Mr. Aderholt. All right. Would you say that there is a substan- 
tial number of States that would fall in that category? 

Ms. Rowe. Yes. 

Mr. Aderholt. More than half of the States maybe? 

Ms. Rowe. Very well. 

Mr. Aderholt. Do you think Congress should change the laws 
or reduce USDA, change the regulations to ensure fairness across 
the States on the issues of assets and gross income limits? 

Ms. Rowe. Well, I think we certainly would look forward to 
working with Congress and identifying ways in which we could en- 
sure that there was consistency across all the States. 

Mr. Aderholt. And I assume you would agree that also if some- 
one certainly their assets accumulated quite a bit of gross income, 
then they would not qualify, correct? 

Ms. Rowe. That very well could be, yes. 

Mr. Aderholt. I think my time is up. 

Mr. Farr. 

ASSET LIMITATIONS 

Mr. Farr. Thank you, Mr. Chairman. 

Let me just follow up on that, on asset limits, you are talking 
about all the assets, if you own a car. 

Ms. Rowe. Yes. 

Mr. Farr. The value of that car? 

Ms. Rowe. Yes. 

Mr. Farr. What has that got to do with hungry kids? 

Ms. Rowe. Well, it is an asset limit that gets factored into your 
eligibility requirement. So these are all issues that I certainly 
think we can discuss as we try and look at ways in which to have 
consistency across all of the States with regard to assets. 

Mr. Farr. Well, one of my criticisms of this program in visiting 
a lot of schools and coming back from a background of being a 
Peace Corps volunteer and dealing with a culture of poverty, is you 
are dealing with parties that aren’t like people sitting in this room. 
They are not college graduates. Many of them are not high school 
grads. Many of them can’t even read and write. And the old pro- 
gram had a form that you had to fill out to prove that you were 
poor, listing all your assets. You didn’t even know what the word 
“asset” meant, much less being able to fill out these forms, which 
the people said here are kids in our school that are so poor that 
their parents cannot fill out the forms, and therefore, we cannot 
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make them eligible. That form was larger than the tax form. It was 
ridiculous. 


NUTRITION EDUCATION 

So this idea of grandfathering in children because their parents 
have qualified for social benefits that are eligible in those States, 
it seems to be a wise thing. If we are going to go back and try to 
knock them off the rolls because of some new asset requirement, 
I think that is missing the purpose. The purpose here is to reduce 
hunger and improve diet. And part of the thing of improving diets 
is education; education is so important. We are being educated in 
the wrong way in this country. We are being educated to eat all 
the fast foods, and look at what problems Bloomberg had just try- 
ing to limit the size of drinks in New York. 

There is a war against nutritional education. And we have got 
to fight that war, and we are not fighting it well. We cut 28 percent 
of the education programs, $109 million in the fiscal year 2013 
budget going back to fiscal year 2012 levels. 

Mr. Chairman, I am a little concerned if we are going to try to 
go back and make it harder for kids to qualify. I think what we 
need to do is start making the diets that we tell — the education — 
and you know what Colorado did, is that they waived the payment 
requirement for those kids that could afford it, just saying, look, if 
you are in school you ought to all get — and a lot of nutrition coun- 
selors tell me that, in the program, you have kids from wealthy 
families who have dysfunctional parents; they don’t get up and give 
their kids a breakfast in the morning. They just send them to 
school, and they are hungry. And they would never qualify because 
their parents have too much of an income to get access to these 
food programs, unless they have — carrying money or are getting 
qualified. 

And I think that if we are really going to try to grow healthy 
kids in this country and give people in poverty access to food, it is 
not a problem, I think, too many people are asking for food stamps. 
My God, we have been in a recession; there are so many people out 
of work. Even people in the military, even with the good payments 
and benefits you have in the military, there were still families of 
such size that their parents had to go down and ask for food 
stamps in order to make ends meet. 

So I am interested in making sure that there is not this big rip 
off of fraud in the providers, but I don’t think we ought to do it 
at the expense of kids in need of food. 

And there is a little bit of time left. 

What I would like to know is, since we cut back on the education, 
how are we going to — the basic assumption of the American health 
care act is that we can grow healthier people in America, by chang- 
ing, and this is a cultural pattern. I grew up without any fast food; 
the first McDonald’s came to my district in 1962. I had graduated 
from college, had never seen fast food, never heard of it. So our life- 
style growing up was sort of fresh, living in a place where you 
could get access to stuff. We were just beginning to get into fresh 
frozen; everything was — remember. World War II, everything was 
still in cans. 
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It seems to me, with the fast food industry, we have been able 
to give the wrong message, getting a lot of the wrong foods. That 
is why school districts are rebelling and taking soda pops out of 
schools and things like that. What are we doing in the national 
level to enforce a good healthy lifestyle in school? It is not just the 
school lunch program, but all of the other programs, the snack pro- 
grams and things like that. 

Ms. Rowe. Well, clearly, we have undertaken a major public in- 
formation, public awareness campaign, not only associated with our 
schools programs but through CNPP and the work that they are 
doing for the dietary guidelines and SuperTr acker and MyPlate, 
the work that is going on with the First Lady and Let’s Move, and 
the activities that are going on in the schools, the Healthy, Hunger- 
Free Kids Act — I mean, the Healthy U.S. School Challenge, where 
we have worked very hard with over 3,000 schools and families, as- 
sociated with schools to provide information. 

Nutrition education is a high priority. If we are going to change 
people’s behavior, not only do we need to educate them, but we 
need to give them access. And that is the other part of the equa- 
tion, we work very closely with the other parts of USDA to look at 
farmers’ markets, to look at programs that will increase access. 
That is why I am so very interested in programs like the Corner 
Store Program that is in Philadelphia. Philadelphia is starting to 
see some changes because of some mix of strategies that they are 
using, but access, once you educate folks, make sure they have ac- 
cess and then the resources to be able to purchase the food is also 
very important. 

Mr. Farr. Thank you. 

Mr. Aderholt. Mr. Valadao. 

WIG FOOD PACKAGE 

Mr. Valadao. Thank you. 

I am sorry, I don’t fully understand the reasoning behind the 
WIC program using an outdated set of dietary guidelines, the 2005 
dietary guidelines, for example. For the basis of this recommenda- 
tion to exclude fresh white potatoes from the WIC program while 
this allows every other fresh vegetable and fruit in its produce 
aisle, it seems to me that the USDA would want to use the latest 
available science, which is the 2010 dietary guideline, as the foun- 
dation for the operation of the WIC program. So, at this point, I 
would appreciate you explaining this. 

I have another question before, while fresh white potatoes cannot 
be purchased with WIC benefits at a grocery store or super- 
markets, those same potatoes can be purchased with those same 
benefits at a farmers’ market, what is the nutritional science be- 
hind this? 

Ms. Rowe. Well, first of all, the WIC food package, it was the re- 
sult of the work of the Institute of Medicine. And we took the re- 
sults of the Institute of Medicine recommendations and looked at 
them, published them, had feedback on them. 

One of the things that the research demonstrated was that the 
most widely consumed vegetable, in this case starchy vegetable, 
was white potatoes. What was not consumed for pregnant women 
and young children was access to fruits, vegetables, whole grains. 
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So that became the focus of our food package, because we knew 
that the access to white potatoes or other starchy vegetables, indi- 
viduals would be able to purchase on their own. 

But the package is to look at the health needs of the individual, 
of things that they may not have normally purchased and made a 
part of their diet, to get them into their diet so it becomes a part 
of their behavior, so while they are pregnant and in the early 
stages of breastfeeding and the growth of the child we are able to 
have healthy options. 

Mr. Valadao. So why the difference between the farmers’ market 
and the grocery store? 

Ms. Rowe. The grocery stores are — the farmers’ market is a 
voucher, cash-value voucher, an individual can use that cash-value 
voucher to purchase any products that they want available at the 
farmers’ markets. 

Mr. Valadao. All right, thank you. 

Mr. Aderholt. Ms. Pingree. 

Ms. Pingree. Thank you, Mr. Chair. 

Thank you very much for your testimony here today and to the 
conversation my colleagues have had previously. I appreciate the 
mention of the white potato coming from Maine. We have weighed 
in on the potato controversy several times. And so, you know, we 
have an interest in the availability and access to potatoes. 

WIG CASH VALUE VOUCHER 

I want to follow up a little bit on some more technical things 
about farmers’ markets and some of the other things you are deal- 
ing with. I am really happy to see the recent update in the WIC 
package includes access to fresh fruits and vegetables. I know it in- 
creases the amount available for children and adults. And the way 
I understand it, under current WIC rules. State agencies are able 
to make the determination about farmers’ markets, whether they 
are permitted to accept the fresh fruit and vegetable coupons. It 
seems like a win-win: It is good for our farmers, and it is, obvi- 
ously, good for the nutrition of our children and families. And it is 
just doing everything we think should be happening with the 
growth of farmers’ markets and more interest in local food. 

I guess one of the things I don’t understand is why don’t the WIC 
rules treat this more uniformly? Why don’t they require every 
State to allow WIC to be accepted at farmers’ markets? Is this an 
issue that FNS can deal with? Does it have to be addressed in stat- 
ute? Can you make what I think is a very commonsense change on 
your own? Can you talk a little bit about that? 

Ms. Rowe. Well, I mean, clearly we want to see the use of our 
cash-value vouchers as widely as possible because that is the pur- 
pose of getting additional healthy foods available to individuals. It 
is a State option currently. We have worked with States and en- 
couraged them to have as broad a definition for use of those cash- 
value vouchers as possible. It is something that I would be happy 
to have further conversations to determine whether we should have 
more of a uniformity mandate. Coming as a former State commis- 
sioner, I like to be encouraged to do things and to become aware 
of the most important thing to do and why it is important to do 
something than to have it mandated to me all the time, but it cer- 
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tainly would be something that we could have a conversation 
about. 

Ms. PiNGREE. So just clarify for me, and I would be happy to 
have a further conversation. And I understand that people like to 
be encouraged, not required, but we require a lot of things. 

Ms. Rowe. True. 

Ms. PiNGREE. In the food programs, and many of them that peo- 
ple push back on, and some of them are hard to administrate. Is 
this a statute change, or is this something that you can change? 

Ms. Rowe. I believe that it would be something that would re- 
quire — and I 

Ms. PiNGREE. You can get back to me. 

Ms. Rowe. Okay. It is a regulation so it is something that we 
could 

Ms. PiNGREE. I would be interested in talking to you about that 
further. I think it has a lot of positive benefit. It also allows people 
to buy more potatoes. 

WIG ELECTRONIC BENEFIT TRANSFER 

By law, WIG is required to transition to EBT by 2020. However, 
no funds were provided for WIG EBT transition in 2012, and as a 
result of the current GR, there are no funds for 2013. Gan you up- 
date us a little bit about the current status of the WIG EBT imple- 
mentation? 

Ms. Rowe. Well, we have currently about 10 States that are fully 
implementing WIG EBT. We have a number of States with the 
funding that we have who are in the developmental stage of imple- 
menting or designing a WIG EBT technology for their program. 
There are a number of other States that are in some planning 
stages. We have been encouraging States to talk to other State 
agencies within their geography, who are looking at changes in 
technology to determine whether there is some way to leverage 
what already is in place to allow for a use of WIG EBT, but until 
we have additional funding, we can’t take it further than where we 
are right now. 

Ms. PiNGREE. So it is going to stay stalled until we move beyond 
the GR? 

Ms. Rowe. Leverage funding in States where States are starting 
to look at software development and replacing legacy systems and 
where the health departments are looking at changes, if we can in- 
corporate WIG EBT into those conversations that would be pos- 
sible. 


FARM TO SCHOOL PROGRAM 

Ms. PiNGREE. I am going to run out of time in a minute, but just 
quickly I am very interested in the Earm-to-School program, and 
I had a chance to meet with the Earm-to-School director, and I am 
really impressed with the vision and the direction that is going. 

Do these programs have the resources that they need to continue 
to expand technical assistance to schools? Again, I think they are 
a great win for our schools. Every school I have seen participating 
has been enthusiastic with their stories about how much more kids 
want to eat, how much they like learning where their food comes 
from. It is obviously good for the farmers in our communities. I 
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think it is good for communities overall. And the families who hear 
about the food that kids eat at school, and then they come home 
and say hey, can we go to the farmers’ market and try buying that 
or can I get it in the grocery store. So I think it’s a great paOiway 
to healthy nutrition and good for farmers. I am curious about the 
resources and what assistance you are able to provide. 

Ms. Rowe. Well, first of all, let me thank you for the work that 
you were doing in Maine in bringing together participants in the 
farmers’ market. That has been very — I mean the Farm-to-School 
program; that has been very, very important. I think we have cur- 
rent funding. We anticipate funding in our fiscal year 2013 budget 
that will allow us to continue. I am right now confident that with 
the vision that we have, that we can generate more participation 
in the Farm-to-School program. 

Ms. PiNGREE. Thanks. 

Thank you Mr. Chair. 

Mr. Aderholt. Mr. Nunnelee. 

SNAP BUDGET 

Mr. Nunnelee. Thank you, Mr. Chairman. 

Thank you. Administrator Rowe, for being here with us. Food 
stamps are growing at a rate we can’t sustain. We were spending 
$18 billion a year in 2001. We are spending $80 billion today and 
rising. Now I understand we have gone through a recession, and 
we have had families on tough times, but now, even while unem- 
ployment is going down, our spending on food stamps is continuing 
to go up. While the percentage of people living in poverty are going 
down, what we are spending on food stamps is going up. 

As a member of the Appropriations Committee, I am telling you 
we can’t continue to spend this kind of money, we can’t continue 
to grow this. So I need recommendations. What can we do to save 
money and not spend as much money on food stamps? 

Ms. Rowe. Well, Congressman, first of all, I mean you did ac- 
knowledge that growth in the food stamp program has to do with 
where our economy is today, but as we are seeing the job market 
improve, there is a lag time between seeing the impact of that im- 
provement on the SNAP program. However, I was encouraged 
today in reading a couple of articles that we are seeing decreases 
in places like Arizona and parts of Florida, where there is starting 
to be a decrease in participation. Having jobs, helping people who 
are in the program who are working who still don’t have sufficient 
resources and meet our Federal guidelines, having them have jobs 
that will then provide a living wage for their families so they don’t 
have to participate in the program is the way, the only way that 
I see that we can continue to decrease the rolls. 

Mr. Nunnelee. So you are telling me, short of seeing the econ- 
omy improve, there is nothing we can do administratively to 
change it? 

Ms. Rowe. Well, there are things that we are doing administra- 
tively, looking at certainly fraud and any trafficking activities to 
make sure that we are spending the dollars that are in the pro- 
gram appropriately and efficiently, but the real answer is to have 
a more robust economy so that people can have sufficient resources 
to put food on the table. 
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BROAD-BASED CATEGORICAL ELIGIBILITY 

Mr. Nunnelee. Let’s talk about categorical eligibility. 

Now, your testimony before the chairman’s question, 2.3 percent 
of the people that are qualified for food stamps come in under cat- 
egorical eligibility. Can you give me a dollar amount for the num- 
ber of people — what are we spending for people who would other- 
wise not be eligible for food stamps that come in under categorical 
eligibility? 

Ms. Rowe. I will need to get back to you on the exact dollar 
amount, but it is about 1 percent of the benefit. 

[The information follows:] 

Broad-Based Categorical Eligibility 

In 2011, less than 5 percent of SNAP participants lived in households that exceed- 
ed the SNAP Federal gross income limit. These households received about 3 percent 
of SNAP benefits, an indication that these households receive fewer benefits. The 
Government Accountability Office (GAO) found in a 2012 audit that participating 
households that were eligible only through broad-based categorical eligibility were 
more likely to have: children, earned income, higher shelter expenses, and higher 
dependent care costs. In order to receive benefits, all SNAP households must still 
have income low enough to received benefits and meet all other SNAP eligibility cri- 
teria. 

Mr. Nunnelee. One percent of $80 billion are people that other- 
wise wouldn’t qualify but come in through the door of categorical 
eligibility? 

Ms. Rowe. Well, they — yes, they would — they come in through 
that vehicle if they come into the program, yes. 

Mr. Nunnelee. My question math says 

Ms. Rowe. But they meet all of the other requirements to be in 
the program, let me be clear about that. 

Mr. Nunnelee. And so in response to the chairman’s question 
about States with no asset test, this would allow someone who wins 
the lottery, for instance, to continue to get food stamps by coming 
in the door through categorical eligibility with no asset test? 

Ms. Rowe. States have the ability to design their policies to pre- 
vent individuals who would win a lottery. For example, Michigan 
has done that, so that they have a limit that they have established 
for an individual in terms of assets. So States do have some flexi- 
bility to look at their policies. 

Mr. Nunnelee. But still we say there is nothing we can do ad- 
ministratively to change the program to help us save money. 

Ms. Rowe. As I have said. Congressman, the way that I see this 
program saving money or reducing its expenditures is having a 
more robust economy. 

Mr. Nunnelee. Thank you, Mr. Chair. 

Mr. Aderholt. Mr. Fortenberry. 

Mr. Fortenberry. Thank you, Mr. Chairman. 

Ms. Rowe, good morning. 

Ms. Rowe. Good morning. 

Mr. Fortenberry. You have one of the most powerful jobs in the 
United States Government. Did you know that? 

Ms. Rowe. I love my job, I know that. 

Mr. Fortenberry. I don’t think many people would acknowledge 
or recognize that, but the amount of budgeting that goes through 
your auspices is enormous. 
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SNAP FRAUD AND TRAFFICKING 

Just a couple of questions for you. I would like to have a deeper 
understanding as to how fraud actually still happens in the SNAP 
program. Now, to your credit, there has been a very aggressive and 
successful reduction in the amount of fraud, which has saved us 
billions of dollars. But explain for those of us who don’t have crimi- 
nal minds how this actually can occur and then what steps are now 
underway to tackle it. 

Ms. Rowe. Well 

Mr. Fortenberry. One of the major ways, as I understand it, is 
complicity with the retailer. 

Ms. Rowe. Right. And that is trafficking, and it is the area 
where we concentrate a great deal of our resources, both in terms 
of the technology that we have in place, where we are constantly 
reviewing the sales that go on in real time in stores, we are able 
to identify anomalies when we see anomalies in the purchases in 
a particular day. 

Mr. Fortenberry. So the retailer would be complicit with the in- 
dividual? 

Ms. Rowe. Right. 

Mr. Fortenberry. Saying you take this amount, and I will give 
you cash back. 

Ms. Rowe. And I will give you cash, 10 cents on the dollar, 50 
cents on the dollar, those kinds of things. When that happens, 
when we identify that and we disqualify a retailer, do an investiga- 
tion, disqualify a retailer, we send that information to the State so 
that the State can then look at the client, because it takes two to 
participate in a trafficking event. So the States can then take ac- 
tion with respect to the clients. 

We have bad actors. Some of the things that we are looking at, 
for example, is we have 236,000 retailers in the program. They set, 
by law, the retailer definition of who can participate. We have some 
concerns about that, because we are able to identify those stores 
in those places where it is more likely to have trafficking, and if 
we had some greater, higher level, a definition with higher stand- 
ards, then we would be able to take some of those stores out, and 
we would see less trafficking. 

Mr. Fortenberry. How do we get that done? 

Ms. Rowe. It has to be done by Congress. 

Mr. Fortenberry. I would appreciate your recommendations on 
that, because I think that is important, an ability to prosecute 
more quickly and ban a person, and that ban follows them around, 
because apparently these things open up, particularly maybe small- 
er retailers open up on the fly, as I understand it. 

Ms. Rowe. Well, what happens quite often is the retailer will at- 
tempt; we find them; we will disqualify them; they will attempt to 
sell it to someone else that they know. We have changed our poli- 
cies and become more aggressive in that area so that once a new 
retailer is coming in from a disqualified store, we actually do more 
collateral checks to make sure that there isn’t still going to be some 
arm’s length relationship. We catch as many as we can, and those 
that we still have a belief but can’t catch, we refer to OIG so they 
can do the investigations. 
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Mr. Fortenberry. Would you give me those recommendations? 

Ms. Rowe. I certainly will. 

[The information follows:] 

SNAP Fraud and Trafficking 

Last year’s House Committee Farm Bill action included several provisions that we 
believe would have improved the quality of stores that could be authorized to par- 
ticipate in SNAP and, at the same time, limit those types of retailers that are more 
likely to act fraudulently. These provisions included limiting stores that have sig- 
nificant sales of liquor, cigarettes/tobacco products, or hot foods. As the Farm Bill 
and these related provisions were not enacted, we would look forward to again 
working with the Committee on options for enhancing the type of retailers that par- 
ticipate in SNAP to improve integrity in the program. 

Mr. Fortenberry. That would he helpful. 

SNAP RETAILER ELIGIBILITY 

This also brings up the next point, we have vastly expanded the 
number of retailers, just based on anecdotal evidence, I see people 
hanging signs out front of certain kinds of shops that would pre- 
viously not have been EBT eligible. Is that in conflict with food and 
nutrition goals? We have two sets of standards here in which we 
are trying to achieve that are seemingly that are in tension: One 
is to bring people who are in vulnerable circumstances the right 
amount of caloric intake but also move us toward a system where 
we are actually promoting healthier foods. But then we are setting 
up the ability to buy foods that are not consistent with that nutri- 
tion goal. 

Ms. Rowe. We are constrained by the definition that is in the 
law, and we are concerned about it. I mean, I — we talk about, this 
is one area that we discuss a lot. We have had some relief in the 
farm bill discussions that were going on, so when we get a farm 
bill it is my hope that 

Mr. Fortenberry. I just came off the Ag Committee by the way, 
so all of this is fresh, and I know it is a tension, but if have you 
recommendations in that regard that would be appropriate for this 
committee as well, that would be helpful because this is a problem. 
I mean, we have got broad health care goals. We know that health 
care is inextricably tied to the type of food you intake, and we have 
set ourselves up for conflicting situations, I think, in terms of not 
incentivizing the right types of nutrition on one side of the aisle, 
and on the other side of the USDA corridor, we are trying to 
achieve that goal. So 

Ms. Rowe. We would be happy to give you some recommenda- 
tions. 

[The information follows:] 

SNAP Retailer Eligibility 

Last year’s House Committee Farm Bill action included several provisions that we 
believe would have improved the quality of stores that could be authorized to par- 
ticipate in SNAP and, at the same time, limit those types of retailers that are more 
likely to act fraudulently. These provisions included limiting stores that have sig- 
nificant sales of liquor, cigarettes/tobacco products, and prepared foods. The current 
statutory requirements for stores to be authorized to accept SNAP benefits are mini- 
mal and may allow stores that have low food stock, few healthy choices, and a high- 
er risk of trafficking. As the Farm Bill and these related provisions were not en- 
acted, we would look forward to working with the Committee on these and other 
standards that would promote healthy eating. 
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Mr. Fortenberry. Okay. Mr. Chairman, do I still have time for 
a couple more questions? 

Mr. Aderholt. On our next round. 

Mr. Rooney. 

Mr. Rooney. Thank you, Mr. Chairman, and I apologize for 
walking in late. 


SCHOOL MEAL NUTRITION STANDARDS 

I will switch gears a little bit if I could here because the district 
that I represent in South Central Florida has about as many or- 
anges and cows as they do people, so I do need to ask some ques- 
tions specifically with regard to school lunch and our programs 
there. 

We have a lot of family farms, as I mentioned, and a lot of kids 
who grow up helping out on these farms. And when updating the 
lunch and breakfast program standards, it seems like you kind of 
took a one-size-fits-all approach. I am concerned that some of the 
guidelines you are promoting overlook the importance of protein as 
part of a balanced diet. Could you please elaborate on how the 
USD A came to the decision of putting maximum requirements on 
meat for the school lunch and breakfast programs? Specifically, 
who at the USD A was involved? Did you work with any other agen- 
cies? 

Ms. Rowe. Well, first of all, the recommendations, the initial rec- 
ommendations were a result of the work that we did with the Insti- 
tute of Medicine. They did a study for us, gave us a series of rec- 
ommendations. Those recommendations ended up into our policy 
recommendations, which we then sought public input. We had an 
extensive number of public comments. We reviewed each one of 
those comments and made a determination of which calorie limits 
we would leave in the program and why those calorie limits were 
important. We had a lot of support for limits on certain calories in 
the school meal program and we made a determination. 

Now we also determined, after the final rules were implemented 
and schools were trying to implement this program, that there 
needed to be some flexibilities. And so we went back and looked at 
our policy and allowed for some flexibility both in this school year 
and in the next school year, and we will be looking to determine 
whether it should be some permanent flexibility that would allow 
schools to increase the use of grains and meats within their school 
lunch programs and within the menu. 

Mr. Rooney. Was it based on calories almost exclusively? I 
mean, after the study and the comment period, was the decision 
just based on caloric intake, or were things like proteins and grains 
considered? 

Ms. Rowe. Yes, it was to create a balanced meal for a child at 
lunch. For many children, this is the only balanced meal that they 
get. And so we were trying to create a balanced meal that would 
be available for all children, and then, where needed, allow for 
some flexibility for different school districts to design their meal 
pattern so that it met their needs. 

Mr. Rooney. If I could just ask one more part to this, many of 
my constituents support the 1-year elimination of the maximum re- 
quirement for meat. Are there any plans to make that elimination 
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permanent after the year is done? And if not, do you plan to ensure 
these kids are getting enough protein? If you consider what foods 
have the highest amount of proteins, my constituents will tell you 
that they won’t touch tofu nor would our school children, and the 
allergies to dairy, nuts, seafood and eggs seem to be increasingly 
common, so what is left, and I would say that is beef I am just 
wondering what your next steps will be. 

Ms. Rowe. Our next step is that we currently have extended the 
flexibility for this school year and next school year, and we are 
looking at the options for moving forward. We are also looking, and 
I should have mentioned this earlier when I talked about lOM, is 
dietary guidelines for Americans was part of our consideration as 
we looked at what the school meal patterns recommendations 
would be. 

Mr. Rooney. Thank you, I appreciate you being flexible as we 
move forward. 

Thank you, I yield back. 

Mr. Aderholt. Ms. DeLauro. 

Ms. DeLauro. Thank you very much, Mr. Chairman. 

I want to welcome our witness this morning and say, thank you, 
to you very, very much. It is a pleasure to see you back here today. 
I always have to say thank you for the great work that you did in 
Connecticut. We were really sorry to lose you but glad you are sit- 
ting here today. And I also want to say that the great work you 
are doing with food safety through the Produce Safety University 
is really first rate. Thank you. 

I understand that there was a comment before I came in about 
how we might be able to reduce SNAP, usage of SNAP, food stamps 
program. If we grow our economy and we put people to work, we 
will reduce the need for food stamps in the United States. 

SEQUESTRATION IMPACT ON WIC 

My first question relates to a topic we heard about extensively 
yesterday, and that is sequestration. Can you detail for us the im- 
pact of sequestration on the programs that you are responsible for, 
specifically the WIC program? I am concerned about the long-term 
implications of sequestration and the Budget Control Act on WIC, 
because my understanding of sequestration 600,000 to 750,000 eli- 
gible women, infants and kids will not receive the good nutrition 
that they need between now and October 1st. 

Given the spending caps in the BCA, there will be tremendous 
pressure to reduce all discretionary spending, including WIC, in 
2014 and in future years. What would be the consequences if we 
break our longstanding commitment to serving all eligible women, 
infants and kids who apply for WIC? 

Ms. Rowe. Congresswoman, if we just apply the way the seques- 
tration was constructed, if we just apply the 5 percent to that ac- 
count, it is about 600,000 individuals — women, infants and children 
that would be affected. However, we have been working continu- 
ously in this program to look at ways to contain costs. We are iden- 
tifying and working with States now to determine the best way to 
mitigate the impact and try and understand what the exact impact 
will be on each State. We are looking at moneys that haven’t been 
expended just yet, so whether some of those dollars can be reallo- 
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cated. So we are working very aggressively with our States to de- 
termine what the final impact will be, and clearly, with the discus- 
sions that are going on at the budget level, we hope those, too, will 
help mitigate. 

But if nothing happens, if everything remains and we can’t find 
additional funding, we can’t find any way to mitigate the impact, 
the 5 percent in that account would be 600,000 women, infants and 
children. 

Ms. DeLauro. And that is between now and October 1st. 

Ms. Rowe. October 1st. 

Ms. DeLauro. In terms of the 600,000 and let’s say your at- 
tempts to use other areas, other resources, what you can cobble to- 
gether, are there people who are going to be jettisoned, are there 
women infants and children who will be jettisoned from that pro- 
gram, given the 600,000 number, which is a substantial number of 
people? 

Ms. Rowe. Well, again, given the critical nature of this program 
and what it provides to pregnant moms and to infants and to chil- 
dren, and its longstanding bipartisan support in the Congress, we 
believe that if working together with our State partners and with 
the Congress, that we can find ways to mitigate this impact. It is 
our, you know, fervent desire to ensure that we do not have to see 
a single wait list develop, which would end up with perhaps prob- 
ably those women who are postpartum participating on wait lists, 
those kinds of things. But right now, we are doing everything we 
can to mitigate the impact. 

Ms. DeLauro. I appreciate that. 

And I also think it might be important, Mr. Chairman, for the 
members of the committee to know that within WIC, when we 
would begin to restrict funds, they have a listing of who goes first, 
and it really is pretty incredible. This is a priority list, the WIC 
priority list. If we don’t have the funding, pregnant women, breast- 
feeding women and infants determined to be at nutritional risk is 
a first priority; infants up to 6 months of age whose mothers par- 
ticipated in WIC could have — in any case, they have got a list of 
what the priorities are, the flip side of who will be able to continue 
that service are the people who will not be, and it is not like you 
are sent out a notification 30 days in advance for a furlough. These 
folks will come one day, and they are not going to be able to par- 
ticipate in the program because if you are postpartum and you are 
not breastfeeding, you are going off the list. And that word gets 
around, people will not come. This will be a major, major setback, 
to women, infants and children and their health. And this has been 
a program that has had extreme bipartisan support. 

And I thank you for what you are trying to do to mitigate against 
the loss. 


broad-based categorical eligibility 
Mr. Aderholt. Thank you. 

Let me — I want to return back to what we were talking about 
earlier about the noncash benefits of the broad-based categorical 
eligibility. And I had mentioned to you earlier about the example 
about the households receiving the informational brochures on 
marriage counseling courses or having access to an 800 number 
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hotline for pregnancy prevention. It is my understanding and I 
want to get it clarified because of some — I may not have asked the 
question exactly right, but what my question is if, in some States, 
if an individual qualifies for a TANF program, then do they — and 
such as receiving these informational brochures on marriage coun- 
seling courses or the 800 hotline, are they automatically eligible for 
the SNAP program? 

Ms. Rowe. They can apply for the SNAP program, but they are 
not automatically eligible for the SNAP program. 

Mr. Aderholt. There was a letter that was sent out by USD A 
to all the original administrators that — in one portion of the letter, 
it says, from this time forward, we will use the term broad-based 
categorical eligibility to refer to the policy that makes most, if not 
all, households categorically eligible for SNAP because they receive 
a noncash TANF-funded benefit or service, such as an informa- 
tional pamphlet or 800 number. 

Ms. Rowe. Yes. I mean, I know the letter went out, but an indi- 
vidual still has to meet the eligibility requirements — the benefit re- 
quirements, I am sorry, the benefit requirements to participate in 
the program. You may get the brochure; you still have to sit down 
with an eligible worker, and there still has to be a determination 
that you meet the benefit requirements before you can participate 
in the program. 

Mr. Aderholt. Okay, so you are saying, just receiving those 
things in the mail it does not automatically qualify you to 

Ml Rowe. No. 


SNAP OIG AUDITS 

Mr. Aderholt [continuing]. Get in the program. Okay, all right. 

In September, an OIG report reviewed SNAP fraud and found 
that in one State almost 7,000 households were participating in 
SNAP who had assets exceeding the limits set by law. Another 
State found that more than 61,000 households with income exceed- 
ing the limits set by law. What my question would be and what I 
think has concerned a lot of people is with that out there and if 
that is — if these numbers are wrong, please, let me know, but what 
our concern is, is hurting the integrity of the program when you 
have these kind of numbers of households that are exceeding the 
income limit. 

Ms. Rowe. Well, Congressman, what I would be happy to do is 
to take that information and do some additional checking on it. I 
mean, 99 percent of the individuals who participate in the program 
are eligible to participate. So I am not sure where those numbers, 
you know, how those numbers were derived by those States, but 
would be more than happy to take a look at it. 

Mr. Aderholt. If you could check into that. 

Ms. Rowe. I will. 

[The information follows:] 

Broad-Based Categorical Eligibility 

This data is drawn from the OIG Audit, “Analysis of FNS’ Supplemental Nutrition 
Assistance Program (SNAP) Fraud Prevention and Detection Efforts — 27002-0011- 
13.” In the report, under a paragraph titled, “Income limitations exceeded in SNAP,” 
it states that in one State, “we found 6,970 households that exceeded the asset limit 
of the SNAP program.” 
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These households were determined to be eligible under broad-based categorical 
eligibility (BBCE). As the report acknowledges, this is “not a program violation or 
a case of questionable payments.” 

SNAP rules provide State agencies with a number of policy options that provide 
States with the flexibility to tailor SNAP to meet the needs of the low-income popu- 
lation in their States. BBCE is one of these allowable policy options. BBCE allows 
States to align SNAP income and asset limits with those of a Temporary Assistance 
for Needy Eamilies (TANE) program. Under BBCE, a household may be considered 
categorically eligible for SNAP because they qualify for a non-cash TANE or State 
maintenance of effort (MOE) funded benefit. The Gross Income Limit of the TANE/ 
MOE varies by State but is no greater than 200 percent of the Federal Poverty 
Guidelines (FPG). Therefore, to say that these households exceeded income limita- 
tions is incorrect. In order to receive SNAP benefits, households must still have in- 
come low enough to receive benefits and meet all other SNAP eligibility criteria. 

OIG identified no improvements needed and provided no findings or recommenda- 
tions regarding these 6,970 households. 

Mr. Aderholt. I think everybody at this dais realizes the impor- 
tance of this program for the people who need it. I think it is what 
the American public and what so many individuals in Congress 
and what we hear back from our constituents is the frustration of 
the program for those who do not need the program and who would 
not qualify. And like I said, it hurts the integrity of the program 
because we want to see the people who need the help receive it. 
And for those people, it is a great program, and it can serve a real 
purpose. But to have the fraud and the abuse, it really hurts the 
integrity of the program, and it hurts the integrity of the work that 
you are doing. That is why I think we really need to look at this. 

We often hear that part of the reason for allowing households to 
qualify for one low-income program is to qualify for SNAP program 
is to reduce the burden on the case workers. Now, again, we can 
dispute whether that is the case or not, but if there was — say there 
is such a policy does — is administrative costs saved in that in any 
way? 

Ms. Rowe. No, I mean, once again, having worked in Connecticut 
as a commissioner and the District of Columbia as commissioner, 
administering these programs, you don’t have a savings as a re- 
sult — you have a savings is when you streamline the process for in- 
dividuals that come in. It gets to the Congressman’s comment with 
regard to the application process and how — what information you 
actually need to make a determination based on the law, what in- 
formation is nice to have. We need the information that is needed 
to make a determination against the rules set by the legislation. 

The other is creating options for people to do online. Even if you 
apply online, there is still a review that is undertaken by a case 
worker. Even though technology has predictive intelligence and you 
should be able to do these things automatically and make a deter- 
mination, the worker still needs to be involved. So our administra- 
tive costs, our administrative costs reductions. States are trying to 
grapple with reduced budgets, has more to do with how we stream- 
line the process than anything else that we are trying to achieve. 

Mr. Aderholt. All right my time is up. 

Mr. Bishop. 

Mr. Bishop. Thank you very much. 

WIG IN GEORGIA 

Ms. Rowe, it is a pleasure to see you and have you back before 
the subcommittee again. I would like to spend a little time on a sit- 
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uation we are having down in Georgia, which I believe you are fa- 
miliar with, with respect to the WIG program. Can you give us an 
update on the status of the Food and Nutrition Service moratorium 
on the Georgia WIG program? I understand that your agency has 
only recently received the State’s response to the original commu- 
nication where the State was informed of your intent to place a 
moratorium on the WIG program and the particular approval of 
any new vendors statewide. Do you have any idea when you will 
he able to have a resolution to this matter so we can sort of move 
forward? 

Ms. Rowe. Well, as you know. Congressman, we have made some 
great progress with the leadership in the State, with the agencies, 
et cetera. We have asked for some specific documentation to help 
us with the remaining issues and findings that we have out- 
standing. Actually, as of March 15th, the absence of having that in- 
formation in, then we will issue a letter of moratorium for adding 
new stores into the program until such time as we have the resolu- 
tion and know the vendor management in the State is being han- 
dled in an efficient manner. And we certainly will keep you abreast 
of the next steps that we are going to engage in. 

Mr. Bishop. I am very, very frustrated with what has become 
really a major challenge within our State. There is no question that 
Georgia has for some time faced some challenges in administering 
the WIG program. But the real victims are really not the bureau- 
crats at the State and Federal level, who are bickering and bick- 
ering back and forth over the compliance with regulation, whether 
it was filed correctly or not; the real victims are really our constitu- 
ents, who, throughout the State, will be negatively impacted by 
this impasse. 

You may or may not know that Bell Foods acquired 15 major gro- 
cery stores in Georgia, and having received some bad advice from 
the previous State administration, WIG officials, during the certifi- 
cation process, they are now barred from accepting WIG vouchers 
because they accepted them when they took over the new stores be- 
fore it was finally approved. Unfortunately, because of these larger 
issues with the moratorium, I have a lot of constituents who now 
don’t have access to grocery stores that accept WIG. So it is a real 
problem, and it is frustrating because the people who need the pro- 
grams are the ones that are suffering while the bureaucrats bicker. 

Ms. Rowe. Well, we have been working very aggressively, and 
we, too, are concerned about access, and we want to make sure 
that all of our participants have access to the food products they 
need. I am not familiar with the Bell Foods, but I will take a look 
at that. We have, all the way up to our under secretary, have been 
engaged in looking at this issue in general. But I can assure you. 
Congressman, that we will do everything we can if we need to put 
in place a moratorium to have that moratorium lifted as quickly as 
possible. We have had to do this in other States and it gets people’s 
attention, and we are able to resolve the issues much more quickly, 
but we will do everything we can so that people are not adversely 
impacted. 

[The information follows:] 
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Georgia WIC Program 

Belle Foods acquired 15 stores in Georgia, most operating as Piggly Wiggly stores, 
in July 2012. All 15 of the newly-acquired stores applied to become WIC vendors, 
as required, but prior to authorization by the Georgia WIC State Agency, these 
stores accepted $300,000 in WIC food instruments, thus violating WIC Program reg- 
ulations. Georgia WIC requires vendor applicants who accept food instruments prior 
to authorization to wait 1 year before seeking WIC authorization again. The 1-year 
period can be waived if the store is needed for participant access. One store (Piggly 
Wiggly #745 in Gordon, Georgia) received a waiver and was authorized because 
there was no other authorized WIC vendor within a 10 mile radius, per Georgia 
WIC’s approved participant access policy. The authorization became effective on 
January 3, 2013. 

A moratorium stops a WIC State Agency from approving any additional vendors 
for WIC; vendors that have already been authorized can continue to accept WIC. 
Under the FNS moratorium that was made effective on March 18, 2013, Georgia 
WIC cannot authorize any new vendors. FNS has met with Georgia WIC leadership 
and has accepted corrective action plans (CAPs) for 19 of the 20 findings from the 
Management Evaluation. To date, only three of the CAPs have been closed. The 
moratorium will remain in effect until additional corrective action plans that ad- 
dress the findings from the Management Evaluation are completed. The 1-year wait- 
ing period for the remaining 14 Belle Food stores expires in July 2013, at which 
time they can seek WIC authorization. However, if the moratorium is still in effect, 
Georgia WIC cannot authorize any stores. Belle Foods or otherwise, other than 
those needed for participant access. 

Mr. Bishop. As I understand it the current administration has 
just recently taken over, and they inherited this problem from the 
previous administration, and they are working aggressively to try 
to correct it, but in the mean time, you know, it is the recipients 
who are suffering. 

Ms. Rowe. And we are providing technical assistance, and we 
will, if necessary, provide even more technical assistance because 
we just — ^you have heard our conversation; this is a critical pro- 
gram, and we don’t want to see recipients not have access to the 
benefits that they can receive from it, so we will do everything we 
can to ensure that Georgia’s residents are not adversely affected. 

Mr. Bishop. Thank you very kindly. I appreciate that. 

I yield back. 

Mr. Aderholt. Mr. Fortenberry. 

SNAP PARTICIPATION 

Mr. Fortenberry. Ms. Rowe, can you tell me the average 
amount of time a person spends receiving SNAP benefits? 

Ms. Rowe. You know, the average amount of time that — it is 
about 10 months that individuals come in and then are able to 
have sufficient income through job promotions or changes in their 
circumstances and are able to meet their basic needs. 

Mr. Fortenberry. Is there a group of persons who are generally 
on the program for longer term because of certain incapacities, and 
so what percent of those SNAP recipient population does that rep- 
resent versus this other group of persons, who, because of job cir- 
cumstances or some temporary vulnerability become, eligible but 
then move off? You understand the intent of the question? 

I am trying to get a broader understanding of the nature of the 
need, because it goes to the heart of what we have been discussing 
earlier. If we would see economic improvement, certainly there 
would be a correlation to dropping off of SNAP benefits as well as 
the time spent on the SNAP benefits, but there is probably a popu- 
lation with a significant vulnerability that remains stable versus a 
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population that we could correlate to the potential of the declining 
use of the program if economic circumstances were different. 

Ms. Rowe. I can get you the exact number, but there is a popu- 
lation of individuals who remain on the program for about 7 years, 
those individuals are folks with chronic needs. One of the things 
that needs to happen for many of these individuals is, are there 
other services in programs outside of SNAP that they need to ben- 
efit from? So it may be individuals with major mental illness prob- 
lems, major drug, substance abuse problems, major disabilities. 
They may be chronically homeless individuals. So there are a vari- 
ety of circumstances in terms of chronic needs that these individ- 
uals have. So the exact number — the average length of time that 
they remain is about 7 years, but the exact percentage of that, I 
will get back to you on. 

[The information follows:] 



114 


SNAP Participation 


The Supplemental Nutrition Assistance Program (SNAP) provides critical 
short-term food assistance to many low- income people who need a helping 
hand to weather hard times. Many of these participants will leave the 
program soon after entering: during the mid-2000's, about half of all 
new participants left within 10 months. But the program also provides 
critical assistance to those with more chronic needs: in May 2004, half 
of all participants received SNAP benefits for 7 years or more. 

In general, the elderly, disabled adults, and single parents and their 
children account for a larger proportion of long- term SNAP 
participants (those in the program for 7 years or more) ; married 
parents and their children, able-bodied adults without dependents, and 
the working poor account for a smaller share. 

These data also highlight the importance of SNAP as a work support for 
those whose wages are too low to lift them out of poverty: nearly 40 
percent of long-term SNAP participants live in households with 
earnings. The Census Bureau indicates that SNAP would lift 4.7 million 
Americans - including 2.1 million children - out of poverty in 2011 if 
its benefits were included in the official measures of income and 
poverty . 



On SNAP 

For 1 

Year 

Or Less 

On SNAP 

for 

7 Years or 

More 

Median 

Participation 

Participants 

Single Parents 

8% 

12% 

11 months 

Children of Single Parents 

13% 

23% 

12 months 

Married Parents 

16% 

7% 

9 months 

Children of Married Parents 

14% 

10% 

11 months 

Elderly 

5% 

15% 

12 months 

Disabled Adults (Non-elderly) 

10% 

23% 

16 months 

Able-bodied Adults w/o 

12% 

2% 

6 months 

Noncitizens 

7% 

4% 

8 months 

People in Households with 
... Earnings 

75% 

39% 

8 months 

... TANF 

17% 

21% 

10 months 

... Social Security 

23% 

34% 

9 months 

... SSI 

17% 

39% 

11 months 

... No income 

7% 

5% 

15 months 


Source; Dynamics of Supplemental Nutrition Assistance Program Participation 
in the Mid-2G00s (September 2G11) 
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Mr. Fortenberry. That would be helpful to know, whether it is 
20 percent of the program or 5 percent, I would assume it is not 
the majority of the program. 

Ms. Rowe. No, no. 


SNAP STUDENT ELIGIBILITY 

Mr. Fortenberry. Explain to me the eligibility of students for 
SNAP benefits. 

Ms. Rowe. Currently, and I am going to need some help on this 
one, I believe, because we have gone backwards and forth, students 
have to be categorically eligible to participate in the program, and 
they have to be working. So there are some — they can be categori- 
cally eligible, and they have to be working, which is the way the 
program was, and I will admit before members of this committee, 
I was a student and found myself in a situation where I needed to 
participate in the SNAP program. I was in the SNAP program for 
about 4 months until I graduated. I had some working income, but 
it was not sufficient as a pregnant mom and with a family to be 
able to put food on the table. But as you can see, I benefited from 
the program, because that is why it was there, and now I am sit- 
ting before you today. There are many individuals like myself, who 
were students who have participated in the program, used it for 
what it was designed for, who were married, had children and 
needed that help for that short period of time. And so, as we have 
worked on this, because of my own circumstances and experiences 
and understanding, I want to make sure that students who need 
the program in order to sustain themselves and their families can 
avail themselves. 

[The information follows:] 

SNAP Student Eligibility 

Section 6(e) of the Food and Nutrition Act provides that no individual who is a 
memher of a household otherwise eligible to participate in SNAP shall be eligible 
to participate if that individual is enrolled at least half-time in an institution of edu- 
cation, unless the individual is: 

• Under 18 or is age 50 or older; 

• Not mentally or physically fit; 

• Assigned to or placed in a college through: 

° a program under the Workforce Investment Act, 

° a program under Section 236 of the Trade Act of 1974, 

° part of an emplo 3 mient and training program under the SNAP act, or 
° part of an employment and training program operated by a State or 
local government; 

• Working at least 20 hours a week or participating in a State or Federally 
financed work study program; 

• A parent responsible for the care of a dependent household member under 
the age of 6; 

• A parent responsible for the care of a dependent household member over 
the age of 5 but under age 12 and does not have adequate child care to enable 
them to attend school and work a minimum of 20 hours; 

• Receiving public assistance benefits under title IV-A of the Social Security 
Act; or is 

• Enrolled as a result of participation in the work incentive program under 
title IV of the Social Security Act; or is 

• A single parent enrolled full-time in college and responsible for the care of 
a dependent household member under the age of 12. 

If a student enrolled at least half-time does not meet one of the above require- 
ments, he or she is not eligible for SNAP benefits. 
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Mr. Fortenberry. I understand what you are saying, student is 
not some sort of a static, easy-to-define concept. You don’t want to 
be in a situation where you have someone in an undergrad college 
who has received scholarships and may not have an income level 
and is at a substantial university taking out students loans, who 
is using money in the program for their own needs, because again, 
that takes away money and undermines, as the chairman rightly 
points out, the integrity of the program and takes away the funds 
that we do have for persons who are in significantly vulnerable cir- 
cumstances. 

Ms. Rowe. Students are generally not eligible, but — unless they 
meet certain conditions. 

Mr. Fortenberry. Okay. 

SNAP ASSET LIMITATIONS 

Let’s go back to this question of asset test, because there is no 
cost share by States except in the administration of the program, 
you think that is a lack of incentive for States to actually ensure 
that people who don’t have — who have significant assets but maybe 
a lower level of income aren’t eligible for the program. I mean, if 
someone has a million dollars of assets and they are eligible for 
SNAP benefits, again to the question of the integrity of the pro- 
gram and really our priorities, again, we want to ensure that this 
is readily available for persons who are either incapacitated by 
something temporary or maybe chronic, as you suggested, it helps 
get them through. 

Ms. Rowe. Well, one of the things that assets, allowing some 
level of assets is that it does promote savings and for those who 
have little or no income. 

Mr. Fortenberry. I understand, again not a static concept. 

Ms. Rowe. Yes. 

Mr. Fortenberry. It would be interesting to know if you have 
the statistic, have you done any studies on this? What are the as- 
sets of person who are receiving this? And are there some outliers, 
where you are getting people with very high levels of assets but 
would be peculiarly qualified based upon the way in which we have 
written the standards. 

Ms. Rowe. We haven’t done any studies, but if you would like 
for us to take a look at that question 

Mr. Fortenberry. Do you think it is a wise idea, Mr. Chairman? 

Mr. Aderholt. We will be happy to try to entertain. We will 
work with the staff and see if something can be done. 

Mr. Fortenberry. Because, again, please understand, I think 
the chairman very well said it; it goes to the heart of the integrity 
of the program and what its core mission should be. And of course, 
we are all dealing with constraints, and we want this targeted to 
persons really in need. So just because we haven’t defined some- 
thing precisely enough and allowed for people who, when consid- 
ering the totality of their circumstances, probably shouldn’t be in 
it, actually impedes our ability to deliver it to the right people 
so 

Ms. Rowe. You are absolutely right. And as I said, we would be 
happy to take a look at this. 
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SCHOOL MEAL STANDARDS IMPLEMENTATION 

Mr. Fortenberry. One more question, going to Mr. Rooney’s 
comment, we had to do some aggressive amount of research on this 
problem of mothers writing to me, kids writing to me, school per- 
sons — persons involved with school lunch programs saying, the kids 
are hungry, you have to do something about this. Now I come from 
Nebraska; we tend to eat a lot, particularly beef And we had a lot 
of difficulty a few months ago unpacking exactly what the problem 
is. Now could you go back and re-explain where we are in terms 
of the new guidelines, the attempts that you are making currently 
to implement flexibility? I would like a broader understanding of 
that so we can write back to people with some good information di- 
rectly from the top. 

Ms. Rowe. Well, first of all, let me say that a lot of those calls, 
letters, which I received as well 

Mr. Fortenberry. Should I just send you mine? 

Ms. Rowe. I have my own set. The initial implementation of the 
program, and I was on the road all the time, just trying to under- 
stand what was going on. And there were a number of issues that 
we were beginning to identify. One, for school districts, just the 
complexity of how to plan the meal, how to ensure that they were 
providing sufficient options for students, that some schools did not 
have an option versus serve process in their school. We have en- 
couraged schools to do that and have provided a lot of technical as- 
sistance as we found issues. 

One of the things that I should mention is that we did make the 
flexibility in meats and grains and the calories. The difference in 
the meals that students have now in terms of calories, not much 
different than the calories that they had before the implementation 
of this program. What is different is the mix of what is on the tray. 
So students may see less of one product — of one food that they real- 
ly like and a lot of another, and that has resulted in 

Mr. Fortenberry. You don’t want to see a young person going 
to a vending machine an hour later. I mean, again, it conflicts with 
our earlier nutrition goals. Thank you. 

Mr. Aderholt. Mr. Farr, I think we may have skipped over you 
in that last round, so we will give you a little bit of extra time on 
this. Go ahead. 


NUTRITION PROGRAM ACCESS 

Mr. Farr. Thank you, Mr. Chairman. 

I think this discussion is really important because you don’t want 
to have rip offs when you have essentially what we call help pro- 
grams. I hope that the committee would really focus on what we 
are talking about, particularly with school lunch programs and 
school snack programs. 

I have spent a lot of time studying education in California and 
visit a school a week. One of the things I try to do is also go 
through the lunch rooms. What I have learned from the food serv- 
ice providers is that essentially the most regulated part of the en- 
tire school day is the feeding program, far more regulated than the 
classroom. And we have made it so regulated, and that is one of 
the problems. The reason people didn’t get access is because it is 
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difficult — we have made it difficult to prove that you are poor. 
Some don’t even know how to answer these questions. I will bring 
in the long form of the SNAP program. I think you probably have 
a lower error rate under the EBT program than you do under the 
old coupon rate. So going to technology is one way, and the savings 
are much greater. 

I think, when you look at health programs, we ought not to have 
means tests so strict that we fail to carry out the intent. The pro- 
gram is here to get food to people who need it, not deny them nec- 
essarily because their parents have two or three cars. In my dis- 
trict, I have poor people living in real estate that is literally worth 
a million dollars; their annual income is $12,000. So what do you 
tell them in a means test? You have to sell your house; you are an 
elderly person, you know, people are going after them to get re- 
verse mortgages and those things. There are other programs out 
there. But you know, we don’t means test the kid when he wakes 
up in the morning and gets on the school bus and say, well, your 
parents are too wealthy, they could drive you to school. We don’t 
means test the kid when he goes into the library and say, your par- 
ents can afford enough to buy you a book. Yet we means test it 
when they go into the lunch program. And the bureaucracy of that 
means test is part of the big cost to the program. And that is why 
some States have just said, look, we will make up the difference, 
Colorado has done this. I don’t know if other States have done it. 
We are going to pick up every kid. And I think if we are going — 
this is where the school providers, because you have free and re- 
duced meals and then the other kids have to pay. And they tell me, 
look, these kids parents can afford to pay, but they are not feeding 
the kids, and they are hungry. I say, what do you do? They say, 
we just take the money out of our pockets and give it to them. 

And you should see the bureaucracy of monitors. They have to 
monitor every single child; does this one qualify or not? And then 
they have to monitor which foods that child picked up; were they 
the right foods on the tray, for each child? It is a huge thing. And 
I am trying to get bar coded, bar code the kid, bar code the lunch 
and let it all be done by computers, it would save us billions of dol- 
lars. So, in our desire to try to cut the costs, let’s go to the adminis- 
trative side of it, rather than knock the kids out from the feeding 
side. 


HEALTHY, HUNGER-FREE KIDS ACT OF 2010 IMPLEMENTATION 

Let me ask this one question, I understand that under the new 
meal pattern that we have to develop and schools have been imple- 
menting, you have a section 209 of the Healthy Hunger-Free ffids 
Act of 2010 requires that local education agencies report informa- 
tion about school nutrition environment. Under this provision, the 
Secretary is required to provide guidelines to help these local agen- 
cies know how to properly provide information for nutritional qual- 
ity of school program meals. I understand you intend to publish the 
proposed rule this summer to implement section 209. What can you 
tell me about how you are proceeding and what kinds of items that 
might be required? And let me just throw all of this into one big 
question. Given that you now have the authority to set the nutri- 
tion standards for competitive foods, not just reimbursable meals. 
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is it reasonable to expect section 209 standards will also apply to 
competitive foods. 

And lastly, private vendors have been required to get FNS ap- 
proval before being able to offer systems to schools getting certified 
for menu compliance required to get the additional — in order to get 
the additional 6 cents provided by the HHFKA. The FNS has also 
required vendors to have nutritional analysis tools certified before 
they can be offered. Since you have already established these re- 
quirements, do you anticipate requiring a similar certification proc- 
ess for any system used in schools to rate the nutritional quality 
of food items in meals sold to schools? And would you expect these 
systems to be compliant with recommendations made by the Insti- 
tute of Medicine report on nutrition and rating systems, including 
the lOM’s primary recommendation that such systems provide a 
nonproprietary transparent translation of nutritional information 
into the health meeting? I can give you this all in writing if you 
want. 

Ms. Rowe. Well, let me just say that we probably need to have 
a conversation with you and sit down with you and your staff on 
several of the points that you made in your question, but there are 
a couple of things. One, we are moving forward with the regula- 
tions. We expect to have them out this summer. One of the — we are 
in the process of meeting with stakeholders, talking to them and 
getting their input into what they think is important that we in- 
clude in the regulations, and after we have gone through that proc- 
ess, we will then move to publish those regulations. 

With regard to various systems, I would like to just better under- 
stand for myself the questions that you are asking and how we can 
be responsive to it. 


ADMINISTRATIVE COSTS 

The one thing I should mention that I should have before is di- 
rect certification; about 86 percent of the children who were partici- 
pating in the program are participating as a result of direct certifi- 
cation. That is a significant increase. We will continue, because 
that takes down a lot of that administrative paperwork and mis- 
understanding the parents may have about filling out the form or 
the form being in the backpack, and they never see it. So we are 
certainly working with direct certification to expand that in schools 
to reduce the administrative burden. And only about 8 percent of 
the cost of running this program goes into the administrative side. 
The rest is into the food side. 

Mr. Farr. But you have two administrative sides; you have the 
Federal administrative side, and then you have the State adminis- 
trative side, and then the local administrative side, does that 8 per- 
cent include all of those levels of administration? 

Ms. Rowe. It is coming from the Federal administration. 

Mr. Farr. Just the Federal side. So there are still a lot of costs, 
particularly in the compliance because that has really got to be 
done at the local level. 

Ms. Rowe. And we provide the oversight to that compliance that 
goes on at the local level. So the administrative side and I think 
we can certainly again sit down and talk to you about the State 
level, and the Federal level, and the local level, school district level 
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and breakdown how the administrative costs, what administrative 
costs go toward the operation of the program. But as I said, when 
we get to direct — as we expand direct certification the aspect of the 
application and information being — education and information 
being shared with parents will be significantly reduced. 

Mr. Farr. I will end with this, I want to say Mr. Chairman, I 
think that the Secretary of Agriculture, Secretary Vilsack, has done 
more to cut administrative costs within his agency than any other 
Secretary and done the things that we and all of us across political 
boundaries would agree needed to be done. Nobody likes waste and 
duplication and unnecessary spending. I think he has done an in- 
credible job. 

At the same time, I am furious that the White House sends the 
President over here but won’t send the budget over here. We need 
to have a budget. That is what we are working off. That is our base 
document. We are going to be making decisions this year in Con- 
gress appropriating funds for next fiscal year without ever having 
seen the President’s budget. And that never in history has this 
happened. So you can tell the Secretary that I am pleased with his 
work but disappointed in his lack of ability to send Mr. Concannon 
and the other Secretary, and you are doing a wonderful job. 

Ms. Rowe. Thank you, sir. 

Mr. Aderholt. Ms. Pingree. 

Ms. Pingree. Thank you, Mr. Chair. 

I have a whole host of questions, if I don’t get to all of them 
today, I know you and I will find another time to talk about some 
of the interests I have in my own district about DOD fresh and geo- 
graphic preference, which I would love to talk to you some more 
about. 


SNAP NUTRITION EDUCATION 

As you know, the State of Maine chose a new vendor to admin- 
ister our SNAP education program. And my understanding is there 
has been some difficulties in the transition, and I am just hopeful 
that FNS will make a concerted effort to work directly with the 
State of Maine and the new vendor at UNE to ensure that Maine 
continues to have a strong and very impactful SNAP education pro- 
gram. It is such a good idea, and I think it is helpful to the families 
who are receiving SNAP benefit to have that nutrition education. 
So I would appreciate at some point to get an update from you 
about that. And just make sure this transition works well. 

SNAP RECOVERY ACT BENEFITS 

You know, we have so much focus here on the growth of the pro- 
gram, the challenges that people are experiencing right now in just 
balancing the budget, working families who just don’t have enough 
money to put food on the table. I not only hear so much about the 
need for SNAP benefits, but our food pantries are emptying out 
every week because people aren’t finding their SNAP benefits suffi- 
cient. And it is hard to feed a family. As all of us know, it is a lim- 
ited amount of money, and virtually everybody who tries the chal- 
lenge of feeding yourself for $1.30 per meal per day or feeding your 
children and family for that, it is a stretch. And I think I can con- 
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fidently say most of us in Congress spend more money on ourselves 
every day to eat or feed our families. 

It is my understanding that, in November, for a whole variety of 
budgeting reasons, including how we funded the Healthy, Hunger- 
Free Kids Act, there is going to be a $25 reduction per month for 
families in their SNAP benefits, unless we find funding somewhere 
else. So I know we are talking about the growth of the program 
and what people see as excesses or people who are getting it who 
shouldn’t. I am actually worried about those families who are going 
to see the $25 cut in November, unless we find that funding. 

I hear from people all the time. We have had issues around how 
LIHEAP funding has decreased some of the funding we have in our 
home State. And people often think, okay, $25, no big deal, but I 
get a lot of calls when people with children can’t just make it 
stretch; that is a lot of money when it is $1.30 per meal, per per- 
son, per day. So can you talk a little bit about what you think the 
impact of that is going to be and your concerns around it, if you 
have any? 

Ms. Rowe. Yes, I do have concerns. Clearly, that is a result of 
the ARRA increase that families have been able to enjoy. I think 
the impact is going to be that more people are going to be food in- 
secure. We know from some program pilot projects, programs that 
we have initiated, that increased availability of resources decreases 
food insecurity, and we can show a direct link. The Economic Re- 
search Service has looked at that same issue and that same ques- 
tion. People who are not going to receive this benefit are going to 
find themselves — we are going to find more people who are going 
to be food insecure. 

Ms. PiNGREE. Well, I just want to have that out there because 
I think we spend a lot of time worrying about the growth of the 
program and are really forgetting that people are about to see a 
cut, and that, in this economy, could be a real challenge. 

DOD FRESH 

Since I have a little more time, let me just make sure I put this 
out on the table, about DOD Eresh. I think you know that, in the 
last several years, there has been growing criticism about delivery 
of DOD Eresh. There have been stories about rotten, unusable 
produce arriving at schools because supply chains are so long from 
farm to table. You may not get a chance to answer all of this, but 
I would like to hear more about whether you think or there is con- 
tinuing belief that DOD is the best way to administer the school 
nutrition program? Are there efforts for ENS to work more collabo- 
ratively with DOD to ensure the program is carried out with the 
goals of ENS to deliver fresh healthy foods? And I am also very in- 
terested and have had some experience in my own district around 
this geographic preference issue. It seems to me that there is still 
confusion about it, I hope you can provide me with some clarity. 
I would like to think and I would like you to clarify that, is the 
intent to have geography or the ability to provide food locally more 
important than the cost? Is that the intent? And could it be clari- 
fied if cost is the most important factor, where does the geographic 
preference fall? I am interested on the side, of course, of schools 
getting healthy food, but also from farmers, who need to be able 
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to plan, but I think they encounter a lot of road blocks and some 
confusion. I am out of time, but it is an issue I am deeply con- 
cerned about and I hope you can talk about it more. 

Ms. Rowe. Well, clearly, we are promoting aggressively local 
sourcing. We are encouraging schools as they work with farmers to 
work locally, so that we can increase local produce coming into the 
schools. We are working with DOD. We have made it clear to them 
that their customer is getting some feedback from our customers 
that there are some challenges in their product, and so we are 
going to be sitting down with them. We have had some previous 
conversations. We will have follow-up conversation with them. 

We are also — ^you know, schools have the ability to use some of 
their cash to purchase locally, and that is where we are encour- 
aging them to do local sourcing. We will soon be providing, for the 
produce that will be going into schools for the USDA foods, we will 
soon be providing origin of source so that schools will know where 
the food is coming from that they are purchasing as they look down 
the list. We will be reaching out more to local farmers and local 
geographic areas to get them into the program. 

I have learned a lot more about farming since I have been en- 
gaged in this area, and I know it is very difficult for farmers to be 
able to plan and understand what they are going to need to plant 
and when it is going to be harvested and how much they are going 
to need. So we are working very closely with school districts so that 
they can understand that this planning has to go on. And we need 
to have some guarantees for farmers, so they understand what 
their yield will bring to them in terms of new revenue. 

So we would be happy to have some more conversation with you 
on it, but it is one that I have become very much aware of and 
have been very much an advocate in working with our schools and 
working with our farmers and understanding how to work with the 
schools, which is the other side of the equation. 

Ms. PiNGREE. Great, I am happy to hear that. And I will be glad 
to talk to you further. Thank you. 

Mr. Aderholt. Mr. Nunnelee. 

Mr. Nunnelee. Thank you, Mr. Chairman. 

SNAP PARTICIPATION 

Ms. Rowe, I understand while I was gone, there was some discus- 
sion about the length of time that people are on food stamps. And 
I will tell you, last year, I asked Secretary Concannon that ques- 
tion, and his response was that roughly half the people that are on 
food stamps are on 7 years or longer. And it is not fair to ask him 
or ask you to respond to a question like that off the top of your 
head, so I am just asking for the record. Can you submit some type 
of aging information? Let’s get a snapshot, whether it is the close 
of the calendar year or the close of the fiscal year that shows how 
long how many people are on food stamps. If you could do that, 
that would be helpful. 

Ms. Rowe. I would be happy to do that, sir. 

[The information follows:] 
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SNAP Participation 


The Supplemental Nutrition Assistance Program (SNAP) provides critical 
short-term food assistance to many low-income people who need a helping 
hand to weather hard times. Many of these participants will leave the 
program soon after entering: during the mid-2000's, about half of all 
new participants left within 10 months. But the program also provides 
critical assistance to those with more chronic needs; in May 2004, half 
of all participants received SNAP benefits for 7 years or more. 

In general, the elderly, disabled adults, and single parents and their 
children account for a larger proportion of long- term SNAP 
participants (those in the program for 7 years or more) ; married 
parents and their children, able-bodied adults without dependents, and 
the working poor account for a smaller share. 

These data also highlight the importance of SNAP as a work support for 
those whose wages are too low to lift them out of poverty: nearly 40 
percent of long-term SNAP participants live in households with 
earnings. The Census Bureau indicates that SNAP would lift 4.7 million 
Americans - including 2.1 million children - out of poverty in 2011 if 
its benefits were included in the official measures of income and 
poverty . 



On SNAP 

For 1 

Year 

Or Less 

On SNAP 

for 

7 Years or 
More 

Median 

Participation 

Participants 

Single Parents 

8% 

12% 

11 months 

Children of Single Parents 

13% 

23% 

12 months 

Married Parents 

16% 

7% 

9 months 

Children of Married Parents 

14% 

10% 

11 months 

Elderly 

5% 

15% 

12 months 

Disabled Adults (Non-elderly) 

10% 

23% 

16 months 

Able-bodied Adults w/o 

12% 

2% 

6 months 

Noncitizens 

7% 

4% 

8 months 

People in Households with 
... Earnings 

75% 

39% 

8 months 

... TANF 

17% 

21% 

10 months 

... Social Security 

23% 

34% 

9 months 

... SSI 

17% 

3 9% 

11 months 

... No income 

7% 

5% 

15 months 


Source: Dynamics of Supplemental Nutrition Assistance Program Participation 
in the Mid-2000s (September 2011) .X 
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SNAP TRAFFICKING 

Mr. Nunnelee. Thank you. Now I do still stand in amazement 
that your response was there is virtually nothing we can do to im- 
prove the rising costs other than improve the economy. So I have 
just got to ask you a couple of questions in that area. When I go 
to the grocery store and I use my debit card, they seem to go 
through elaborate hoops and hurdles to make sure that I am the 
owner of that debit card. Is there nothing we can do to make sure 
that when somebody uses an EBT card, that it is the one who has 
been issued that card that is using it and not somebody else? 

Ms. Rowe. Well, when the card is issued, there are a number of 
people in the household who may be approved to use that card 
when they go shopping. There is a PIN, and that is the unique 
identifier that someone has to enter into the system, just as you 
or I enter our PIN number so that we know that Audrey Rowe is 
the person that is making this purchase. 

Mr. Nunnelee. I will make me be the bad guy, not Ms. Rowe. 
But there is nothing in the system that prohibits me as an EBT 
recipient from getting cash from somebody and allowing them to go 
use my EBT card if I give them that PIN? 

Ms. Rowe. Well, that is trafficking. And that is when you set 
yourself up for disqualification from the program, both the traf- 
ficker, the person that is making the purchase and yourself; that 
is a different situation, but if you are, which a majority of our peo- 
ple are, honestly giving your card to your daughter, son, represent- 
ative, payee give them your PIN, they go in. But yes, if someone 
does that, that is trafficking. 

Mr. Nunnelee. How do we uncover that trafficking? 

Ms. Rowe. Usually, in a number of ways. We are able to look at 
the vendor transactions, usually trafficking when someone goes in, 
there are some anomalies in the kinds of purchases that that card 
has made previously and what they are purchasing now. When we 
see those anomalies, we take some immediate action. We may actu- 
ally go and do an undercover. We may do a variety of things to try 
and identify, is this store or is this person — is this store allowing 
those transactions to take place because they are colluding with the 
individual, or if this is an individual who has passed their card on? 
And we catch those all the time. We aggressively go after them. We 
turn them over to OIG. We will prosecute someone. I mean, we 
make it real clear that, within the program, that kind of activity 
is illegal, and you will be prosecuted. 

Mr. Nunnelee. And I have got in front of me applications from 
my home State. The thing that jumps out at me, we have gone to 
great lengths as a Congress to make sure that if a person takes out 
a loan or a credit card application, that there are certain dis- 
claimers that are in very large print and in much more bold font 
than the rest of the application. And I don’t expect you to be famil- 
iar with those type of regulations, but it jumps out at me that the 
application for food stamps in my home State, there is the dis- 
claimer that says, “if you commit fraud, you are personally respon- 
sible,” but it is blended in with all the other font. The thing that 
does jump out says, “you can get benefits within 7 days.” That is 
in big bold font. 
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Can we not require large font on the applications concerning 
fraud, concerning trafficking, as you described, so that we can 
make it much more plain to individuals applying, that if you com- 
mit fraud, you will be personally liable for this? 

Ms. Rowe. Well I can say, yes, we can look into and determine 
whether we can do that. For someone who is applying as a retailer, 
there is big font on there, that if we determine that you are traf- 
ficking, you can be prosecuted or immediately disqualified. That is 
part of our new very aggressive program to address trafficking and 
fraud in the program. So, yes, we can look into that and suggest 
to States that they make some change with regard to the font that 
they have on their program for trafficking, for illegal use as well. 

[The information follows:] 

SNAP State Applications 

Each State Agency develops its own SNAP application. Under SNAP regulations, 
States must include prominent and boldface lettering that explains: 

• That the applicant may be subject to criminal prosecution for knowingly 
providing incorrect information; and 

• The civil and criminal provisions and penalties for violations of the Food 
and Nutrition Act, which includes those provisions against fraud and traf- 
ficking. 

As States have implemented online applications, FNS has built these require- 
ments into guidance and checklists for conducting State reviews. Mississippi has not 
developed an online application to date. We will work with the State to ensure all 
requirements are met. 

Mr. Nunnelee. For individuals. 

Ms. Rowe. For individuals as well, yes. 

Mr. Nunnelee. Thank you, Mr. Chairman. 

Mr. Aderholt. Mr. Bishop. 

sequestration IMPACT 

Mr. Bishop. Thank you very much. 

I kind of want to turn my attention now to veterans, hunger and 
sequestration. I have been very encouraged to find out that the 
Food and Nutrition Service has worked very hard to make sure 
that veterans and their families are informed about potential bene- 
fits, particularly since less than 1 percent of all of the nutrition 
benefits go to veterans. For example, FNS has developed a Web 
site, which can help veterans navigate the network of services, in- 
cluding SNAP, food stamps, collaborated with the Veterans Affairs 
Readjustment Counseling Service to distribute a brochure, which I 
think you prepared, entitled, “How to Get Food Help.” And you 
have done that in 300 adjustment centers and 70 mobile veteran 
centers around the country. And you are working with the Depart- 
ment of Veterans Affairs to cross promote benefits and resources to 
disabled veterans and their families and to identify new areas of 
collaboration. 

And I congratulate you and thank you very much for that. 

Can you tell us, though, what, if any, impact sequestration and 
the other proposed reductions in the food nutrition programs will 
have on these initiatives aimed at veterans? 

Ms. Rowe. Well, I don’t believe that — as I think about, I am 
thinking about how the work that we do with veterans is our staff 
going in and training individuals who are working with vets who 
are reentering back into their homes. We have been in this process 
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with regard to our staffing. We will not be furloughing any of our 
staff as of right now. So I anticipate that those kinds of requests 
to continue to work with veterans and veteran agencies we will be 
able to continue. 

Mr. Bishop. So you don’t anticipate a staff shortage to make that 
collaboration more difficult? 

Ms. Rowe. Well, sir, we have, starting in 2011, we started expe- 
riencing reduction in our budget. Our current staff level is at the 
2003 staff level. One of the reasons we have taken so much action 
and focused aggressively in reengineering our processes is so that 
we can reallocate staff to target into worlang in areas that we have 
targeted as high priority. So, in that sense, no, I do not see any 
change in the work that we are doing with veterans today. 

Mr. Bishop. And the utilization of your IT upgrades, that will fa- 
cilitate some of the things that will allow you to do more with less? 

Ms. Rowe. Yes, absolutely. We have upgraded our IT systems. 
We have been reengineering our contracting systems. We have re- 
duced our footprint around the country. We have many more work- 
ers who are engaged in telework, appropriately stationed. We have 
done a number of things within the agency to allow us to work 
within the availability of resources that we have. 

PROGRAM OUTREACH 

Mr. Bishop. Okay. According to a recent Gallup poll, more than 
one in six Americans said that, in 2012, there have been times over 
the last year they didn’t have enough money to buy food that they 
and their families needed. We also know that the rate at which 
SNAP eligible people are enrolled and receiving benefits vary sub- 
stantially by State and locality. For example, less than 75 percent 
of people in Georgia who are eligible to participate in SNAP actu- 
ally receive benefits. How many States have SNAP outreach plans, 
and what is FNS doing with respect to helping States optimize 
their participation of SNAP programs? And the same thing goes for 
the school lunch program, where, according to reports, less than 
half of the poor children that are eligible for breakfast are not par- 
ticipating in a program? And of course, the only ones who arrive 
who get breakfast are those who come early, and the others — many 
don’t want to own up to the fact that they are poor and they need 
it. What strategies do you have in place to increase the number of 
eligible children and to increase the outreach? 

Ms. Rowe. Well, again, clearly, with regard to our overall out- 
reach that we are engaged in, all States are required to have a 
State plan for outreach, which regional offices review very care- 
fully. We look for a number of things to ensure that they are prop- 
erly targeted to populations of people who are not participating in 
the program but who would be eligible. We work with our schools, 
some of the outreach that we encourage our schools to do is 
through PTAs and other forums that exist in the school environ- 
ment, that information is made available to the breakfast pro- 
grams. We work with schools through the State agencies, and 
States have primary responsibility, but to the extent we know of 
best practices that are working in another State, we share that. We 
use our Web site to convey a great deal of information that would 
be technical support to States. So we aggressively look at ways to 
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educate individuals about the program and the eligibility require- 
ments. 

Mr. Bishop. So you encourage the States and the local school dis- 
tricts and the localities to visit your Web site and — so that is 
stressed. 

Ms. Rowe. Absolutely. 

Mr. Bishop. Before the electronic age, they would have to depend 
on the State to transmit that information, but now they can get it 
directly from your Web site. 

Ms. Rowe. They can go to our Web site. There is something 
called the Food Service Management Institute, located in Oxford, 
Mississippi, which does a great job at training, information. That 
is directly available to the food service staff and the food service 
directors in the States, but we do look carefully because of the feed- 
back that we have gotten that everyone is not necessarily — the 
kind of communication that that we would like to see, it is not nec- 
essarily taking place. So we zero in to make sure that nonprofit or- 
ganizations, organizations that are what I consider to be the boots 
on the ground, organizations that really touch people who need 
these programs are given the information that they need. 

[The information follows:] 

Nutrition Assistance Outreach 

In FY 2012, FNS approved 42 State outreach plans. 

Mr. Bishop. Thank you. 

Mr. Yoder [presiding]. Ms. Rowe, I am Congressman Yoder from 
Kansas. I am taking the seat of Chairman Aderholt. He had to step 
out for a minute. 

Welcome to the committee. 

WIG INCOME ELIGIBILITY 

I had a few questions for you. I wanted to particularly ask you 
about the GAO report from February 2013, entitled “WIC Program 
Improved Oversight of Income Eligibility Determination Needed.” 
Are you familiar with this report? 

Ms. Rowe. Yes. 

Mr. Yoder. I noted just some conclusions of the report and want- 
ed to get some information and feedback from you. In particular, 
the report questions integrity of the WIC program and identifies 
potential improvements in program administration to strengthen 
the WIC program for the future. Among its key findings, the GAO 
concluded that FNS has not monitored States’ compliance with 
Federal regulations on income eligibility determinations, that FNS 
allows too much discretion to the States and local WIC agencies, 
and that adjunctive eligibility is no longer in line with WIC pro- 
gram goals, stating that many States have increased their eligi- 
bility thresholds beyond the 185 percent poverty level. And as a re- 
sult, more than half of all U.S. infants are now enrolled in the WIC 
program. Have you responded to this report yet, and how do you 
respond to the assertions made? 

Ms. Rowe. Yes, we have responded to the report. With regard to 
the income eligibility, we have income guidelines, which have been 
in existence for some time; we have updated them with policy guid- 
ance over the years. What we will be doing this April is issuing 
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new updated eligibility income guidelines for all States to follow. 
Then we will be going out to make sure that States are trained and 
understand what is expected of them with regard to these new 
guidelines. I have asked staff to do management evaluations of all 
of our State agencies to ensure that they are adhering to the guide- 
lines that we not only have for income, but any of the other man- 
agement guidelines that we have issued that States are adhering. 
So we will start that management evaluation next month, and we 
will run those until we have looked at every single State. 

WIC ADJUNCTIVE ELIGIBILITY 

With regard to adjunctive eligibility, which is what you were re- 
ferring to, I do, you know, I think the big — the program itself is 
well targeted to those who are most vulnerable; 76 percent of the 
participants in the WIC program are eligible. However, Federal law 
allows those individuals who are eligible to participate in SNAP, 
Medicaid and TANF to be deemed eligible adjunctively to partici- 
pate in the WIC program. It, again, is a small percentage; it is 
about 2.9 percent of our participants who exceed the 185 percent 
of poverty level. We continually monitor that data, but that is, of 
course, a State option, and it is Federal law. 

Mr. Yoder. Do we know how many children that affects? 

Ms. Rowe. I can get you that information. I don’t have it. 

[The information follows:] 

Nationwide, WIC certification errors were approximately 3 percent in 2009. FNS 
regularly provides technical assistance to WIC State agencies regarding income eli- 
gibility determinations, which are a part of the certification process. The guidance 
we plan to issue will ensure consistent use and application of income determination 
policy across State agencies. 

The Child Nutrition Act confers adjunctive (or automatic) income eligibility for 
WIC for categorically eligible persons participating in the following programs: Sup- 
plemental Nutrition Assistance Program (SNAP), Medicaid or Temporary Assistance 
for Needy Families (TANF). In addition, if you are a member of a family that in- 
cludes a pregnant woman or infant who participates in Medicaid, any categorically 
eligible family member is adjunctively income eligible for WIC. 

In some States, individuals with incomes higher than those established for WIC 
participation (185 percent of the federal poverty level) are eligible for Medicaid. 
Therefore, by law, such individuals are eligible for WIC and State agencies cannot 
deny benefits based on their income level. Our guidance to States will be consistent 
with the law. We do not have data on how many participants, including how many 
children, would be affected if adjunctive eligibility was not in place. 

Mr. Yoder. Certainly, not having a uniform system when we are 
dealing with the thresholds and income levels and certainly those 
things affect families in one State differently than other family; 
that is obviously a concern you addressed as well. Do you know if 
you move to retraining and refocusing our State folks to ensure 
they are following the rules and the thresholds, et cetera, in a con- 
sistent way, how many children that would take off the rolls? 

Ms. Rowe. Well, let me just say the rules or the training that 
we would provide would be targeted to ensuring that all of those 
who are on the rolls are eligible to be on the rolls. I cannot tell you 
how many will be affected until we go through the entire process, 
but the intent would be to ensure that anyone who is participating 
in the program either participates as a result of adjunctive eligi- 
bility or through the regular application. 



129 


Mr. Yoder. And what we don’t know is how many people qualify 
who don’t qualify under one of those two measures are receiving 
benefits who don’t qualify under adjunctive or income eligibility? 

Ms. Rowe. Under adjunctive or — it is about — I think the number 
is about 3 percent. 

Mr. Yoder. That don’t qualify under one of those two criteria but 
are still receiving benefits. 

Ms. Rowe. Correct. 

Mr. Yoder. So they may be taken off the system them. 

Ms. Rowe. They may be impacted. 

Mr. Yoder. Follow the GAO report. Okay. And do we know how 
many children that is? 

Ms. Rowe. No, but I can get you that information. 

[The information follows:] 

WIC Adjunctive Eligibility 

Nationwide, WIC certification errors were approximately 3 percent in 2009. FNS 
regularly provides technical assistance to WIC State agencies regarding income eli- 
gibility determinations, which are a part of the certification process. The guidance 
we plan to issue will ensure consistent use and application of income determination 
policy across State agencies. 

The Child Nutrition Act confers adjunctive (or automatic) income eligibility for 
WIC for categorically eligible persons participating in the following programs: Sup- 
plemental Nutrition Assistance Program (SNAP), Medicaid or Temporary Assistance 
for Needy Families (TANF). In addition, if you are a member of a family that in- 
cludes a pregnant woman or infant who participates in Medicaid, any categorically 
eligible family member is adjunctively income eligible for WIC. 

In some States, individuals with incomes higher than those established for WIC 
participation (185 percent of the federal poverty level) are eligible for Medicaid. 
Therefore, by law, such individuals are eligible for WIC and State agencies cannot 
deny benefits based on their income level. Our guidance to States will be consistent 
with the law. We do not have data on how many participants, including how many 
children, would be affected if adjunctive eligibility was not in place. 

SCHOOL NUTRITION FLEXIBILITY 

Mr. Yoder. And I just wanted to echo some of the comments of 
my colleagues that have been made earlier regarding the nutrition 
programs. Many of our local schools are obviously having chal- 
lenges with this uniform system. And do we have opportunities to 
create flexibility in what we could look at that would help schools 
tailor the needs towards local communities? 

Ms. Rowe. We created some flexibility. We continue to listen and 
are willing to create flexibility, where appropriate, so that we can 
make it easy for the schools to do what we want — what we all want 
to see happen, and that is a healthy environment for our children. 
We will evaluate, and we want to get through the first year. We 
are going to evaluate the impact. We are going to look at what 
worked, what didn’t work, what changes we may need to consider 
for future years. And so nothing is static, as far as I am concerned. 
We all have — it is a dynamic process, but the bottom line of what 
we are trying to achieve is ensuring that our children have access 
to healthy food from the time they enter the school day until the 
time they leave. 

Mr. Yoder. Thank you, Ms. Rowe. 

Ms. DeLauro. 
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IMPROPER PAYMENTS 

Ms. DeLauro. Thank you very much, Mr. Chairman. 

There has been a lot of talk about SNAP and waste, fraud and 
abuse, and error. I think it is interesting to note for the record that 
the SNAP error rate is about 3 percent. I wish we could go to a 
variety of other Federal programs and look at their error rates. 
Case in point, and I want to ask the chairman to see if this is a 
committee that can look into the issue of — before I say that, let me 
just say this, we have in other farm programs with direct pay- 
ments, we continue to send direct payments to people who are dead 
and who have been dead for several years. We ought to try to take 
a look at that in terms of what the loss is in that area as well, in 
terms of waste. 

But I want to specifically mention the Crop Insurance Program. 
I will just try to do this very, very quickly. I don’t know how much 
is known about the Crop Insurance Program. I support it. I wish 
it applied to my part of the country in the way that it does in other 
parts of the country. However, Federal Government picks up 60 
percent of the cost of the premiums in the Crop Insurance Pro- 
gram; that does not even include administrative costs. 

Secondly, there are 26 beneficiaries, 26 , who receive at least $1 
million in a premium subsidy. There is no income threshold. There 
is no asset test. There is nothing that says you will get your million 
dollars, and you know what? We can’t find out who they are. We 
can’t find out who the 26 are, because we are forbidden by statute; 
transparency is forbidden. 

So I want to ask this committee to let us look into the Crop In- 
surance Program. Let us take a look at the waste in that program 
that is there and figure out how the Federal Government can save 
money, in addition to the direct payments that we are paying to 
dead people in this Nation. 

SNAP RECOVERY ACT BENEFITS 

With that, Ms. Rowe, let me move and ask you, I want to follow 
up on something my colleague, Ms. Pingree, was mentioning. A cut 
in benefits this fall when ARRA ends, the average household, and 
SNAP receives $281 million in SNAP benefits, $413 a month for a 
household with kids. Eighty percent of SNAP benefits are used in 
the first half of the month, and yet starting in November, every 
SNAP recipient will lose about $25 a month in food assistance for 
a family of four. I share your concern and my colleague’s concern 
about the impact of that reduction. 

SNAP PARTICIPANT CHARACTERISTICS 

Can you, Ms. Rowe, discuss the make up of the SNAP case load? 
It is my understanding that 55 percent of the case load lives below 
half the Federal poverty line, not in the case of the folks who are 
getting at least a million dollars in the premium subsidy — I suspect 
they are eating well, probably more than three meals a day. Folks 
below half the Federal poverty line, that is below $9,500 per year 
for a family of three, and that more than 90 percent of SNAP re- 
cipients live below 100 percent of the Federal poverty line. Can you 
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discuss how SNAP has been effective at targeting resources to the 
poorest Americans? 

Ms. Rowe. Well, let me talk about the characteristics of the par- 
ticipants. Nearly 75 percent of individuals on the SNAP program 
are under the age of 18, or 60 or older, or disabled, so it is children, 
seniors or disabled. If you look at the data between SNAP house- 
holds that had, in 1991, 41 percent of all SNAP households re- 
ceived cash welfare and only 20 percent had earnings; if you look 
at 2011, 8 percent of the households received cash only, and 31 per- 
cent have earnings. And so even though people are working, they 
are still needing to participate in this program. In 2011, 43 percent 
of recipients had a gross income at or below 50 percent of the pov- 
erty line, and so that would be, for a family of three, $763 would 
have been the gross income that was available. For participants, in 
terms of diversity, 35 percent are White, 23 percent are African 
American, 15 percent are Hispanic, 3 percent Asian, 4 percent Na- 
tive Americans. And the balance, we do no have that data because 
they did not report, but for those who reported, that is the data 
that we have available. 

Ms. DeLauro. I want to thank you for that, and I also just want 
to say to you, I would ask you to explain it, my time is going to 
run out, but the system that USDA uses to make sure that only 
people who are truly eligible receive the assistance from this pro- 
gram, I think it is really incredible what has been done, and that 
has an error rate at 3 percent. I defy you — and I come from a State 
that is defense dependent, so I do make a case here, but I will tell 
you, let’s take a look at what 99 percent of the defense contractors 
are getting and let’s take a look at the waste, fraud and abuse that 
exists there, before we begin to talk about people who live well 
below the poverty line. And these days, in my district, Connecticut, 
richest State in the Union statistically, one in seven, one in seven 
don’t know where their next meal is coming from, and it is not food 
insecurity. They are going to bed hungry. And that is kids going 
to bed hungry in this Nation. And it is not something that we can 
afford, and if we do create jobs, if we do grow the economy, we can 
allow for them to move forward. 

Thank you for the great work that you do. 

Ms. Rowe. Thank you. 

Mr. Yoder. Thank you, Ms. DeLauro. 

Any other questions? 

That concludes our hearing. 

Thank you so much. 

Ms. Rowe. Thank you, sir. 

[Questions submitted for the record:] 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
FOOD, NUTRITION, AND CONSUMER SERVICES 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEARING 
MARCH 14 , 2013 


QUESTIONS SUBMITTED BY CHAIRMAN ROBERT ADERHOI.T 
Supplemental Nutrition Assistance Program (SNAP) 

Categorical Eligibility for SNAP 

Mr. Aderholt: The Government Accountability Office (GAO) released a 
report in July 2012 regarding "broad based categorical eligibility (BBCE)." 

In FY 2010, GAO estimated that 2.6 percent of households received SNAP 
benefits that would not have been eligible for SNAP without BBCE in place. 

GAO also estimated that DBCE increased SNAP benefit costs by less than 1 
percent in FY 2010, and that this policy has potentially had a negative 
effect on SNAP program integrity. There are currently 43 States implementing 
BBCE for SNA?. Under this policy, most households are automatical.]. y eligible 
for SNA? primarily because they qualify for a non-cash benefit from the 
Temporary Assistance for Needy Families (TANF) program. It also means 
households may not be meeting the asset or gross income limits established by 
the SNAP law. 

• Can you describe the type of non-cash benefits these households are 
receiving to become automatically eligible for SNAP? 

• When a household receives a non-cash benefit - such as an informational 
brochure or has access to a hotline number - does this make the household 
eligible for SNAP? 

• Under this policy, in some States, there is no limit on the amount of 
assets that a household can have to become eligible for SNAP. How many 
States have no asset limit? 

• What would USDA need to do through changes to federal regulations to 
ensure fairness across States on the issue of asset and grosS income 
limits? 

• A September GIG report reviewed SNA? fraud and found that in one state, 
almost 7,000 households were participating in SNAP who had assets 
exceeding the limits set by the law. Another state was found to have more 
than 61,000 households with income exceeding the limit set by law. How 
does USDA justify these policies to the taxpayer and believe this helps 
the integrity of the program? 

• We often hear that part of the reason for allowing households who qualify 
for one low-income program to automatically qualify for SNAP is to reduce 
the burden on the caseworkers as well as the households. How much has 
this policy saved in SNAP administrative costs each year and over the time 
period when the policy was in place? 

Response: BBCE is an optional policy that allows States flexibility to 

align their income and asset limits vvith other means-tested programs. With 
BBCE, State agencies provide households with a Temporary Assistance for Needy 
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Families (TANF) non-cash benefit that makes them categorically eligible for 
SNAP. States may choose to offer non-cash benefits such as transportation 
vouchers, childcare, counseling programs, parenting classes, pamphlets, or 
referrals to TAN’F-f unded services. 

The receipt of a non-cash benefit alone does not mean a household will 
automatically receive SNAP benefits. The household must also satisfy non- 
financial criteria to receive SNAP benefits. These households must apply for 
SNAP, but are deemed to meet the SNAP income and asset limits because they 
meet the income and asset limits of the program that confers categorical 
eligibility. B3CE allows families to secure their hard earned assets, but 
still receive food assistance during tough economic times unfil they can get 
back on their feet. However, SNAP rules ensure that households must still 
have incomes low enough to qualify for a benefit. 

The great majority of participants who apply and receive SNAP benefits 
under categorical eligibility are eligible without this policy option. In 
2011, less than 5 percent of SNAP participants lived in households that 
exceeded the Federal gross income limit {including households with elderly or 
disabled members who do not face a gross income test under regular program 
rules) . 

The SNAP asset limits have remained relatively flat since the 1980s. 

The current asset limits are very low; $2,000 for most households and $3,250 
for elderly and disabled households. Of the 43 States with BBCE policies, 39 
have no asset limit. Of the four States with asset limits, the asset limits 
vary from $5,000 to $25,000. A higher asset limit allows families to save 
their hard-earned money so they can get back on their feet. To receive SNAP 
benefits, these households must still have incomes low enough to qualify for 
a benefit and meet other eligibility requirements. 

The GAO report suggested that BBCE may negatively affect program 
integrity because of error rates associated with BBCE cases. As the GAO 
report showed, most households aided by BBCE receive fewer benefits, tend to 
be working poor, and have higher expenses than all other SNAP households. 
Working families tend to have fluctuations in earned income and dependent 
care expenses that may negatively impact errors. 

FNS does not collect data to estimate Federal or State administrative 
savings related to BBCE. 


SNAP Fraud 

Mr. Aderholt: I appreciate that the Department is trying to prevent 
fraud from occurring. On February 21^’’ the Department announced the final 
rule to expand the definitio.n of "trafficking" to include indirect methods 
people may receive cash for SNAP benefits, such as exchanging products 
purchased w-ith SNA? for cash. This prevision was part of the 2008 farm bill, 
so it has taken more than 4 years to publish this final rule. Last summer 
FNS published a final rule - that was proposed in December 2006 - 
establishing the expectations for State data matching requirements to ensure 
ineligible people are not participating in the program. Both of these issues 
seem straightforward, so it is difficult to understand why it has taken so 
long for these rules to become final. 

• Why was the?re such a delay, especially if these rules will give you more 
authority and tools to tackle fraud and abuse of the program? 
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• With this great of a time lag, it seems obvious other issues are receiving 
priority over your issuing regulations that will help you combat fraud and 
abuse. What is more pressing than rooting out fraud in the program? 

• How much of your budget has been spent on fraud prevention and detection 
efforts for Fiscal Years 2009 through an estimate for Fiscal Year 2013? 
Please provide a breakout for mandatory and discretionary funds. 

• The E'iscal Year 2014 budget requests an increase of $6.4 million for 
Benefit and Retailer Redemption and Monitoring; an increase of $6.7 
million for Payment Accuracy and Cooperative Services; and an increase of 
S4.3 million for Retailer Integrity and Trafficking. Please describe how 
each of these funding allocations would be used to prevent SNAP fraud, and 
how does FNS ensure these funds are not used o.n duplicative activities? 

• When you combine FNS' staff with USDA's OIG staff - which devotes over 50 

percent of its total resources on SNAP fraud prevention and the States' 

own resources and tools to detect fraud and ensure applicant eligibility, 
FNS should have sufficient resources to have a greater impact on reducing 
fraud and abuse. Why are you not doing more such as OTG' s insistence that 
FNS should require that all States use the same tools for fraud detection 
and improve the way FNS estimates fraud in the program? 

Response: Program integrity is a top priority for USDA. While Federal 
rulemaking is a resource-intensive process that requires careful thought and 
deliberation, this does not change the fact that USDA has zero tolerance for 
fraud, as evidenced by the fact that USDA continues to implement aggressive 
measures to improve program integrity and detect and stop fraud. Examples of 
recent activities include : 

• Redesigned the ALERT system with new, more advanced technology and 
analytical tools available in the private sector, 

• Updated policies and procedures to enhance our fight against bad 
actors . 


• Established a SNAP fraud website to educate clients, retailers and the 
public about what we do and how they can help us in our efforts to 

fi ght trafficking . 

• Issued proposed rules to suspend payment to retailers who engage in 
flagrant trafficking, implement additional integrity-related sanctions 
against violators, and, increase penalties against retailers who commit 
fraud . 

• Issued proposed rules to allow State Agencies to deny a request for a 
replacement card until contact is made wit.h the State agency, if the 
requests for replacement cards are determined to be excessive. 

• Provided States with technical assistance and tools to help them 
monitor social media websites for attempts by individuals to buy or 
sell SNAiP benefits online. 

• Entered into Memorandums of Understanding with States to add recipient 
data and State investigation results into USDA's existing data 
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warehouse, to data mine electronic transaction records in order to 

strengthen recipient based fraud detection models. 

FNS continues to explore the feasibility of a uniform methodology for 
States to calculate a fraud rate based on the data currently available. To 
that end, FNS is working to identify any gaps or liirdtations imposed by State- 
systems and resources necessary to establish an accurate national participant 
fraud rate. 

Tribal consultations were held in advance of publication, of the rule 
that enhanced the definition of trafficking and specified t.hat participants 
disqualified from SNAP are not eligible to participate in the Food 
Distribution Program on Indian Reservations. These consultations took place 
under authority of Executive Order 13175, which re-quires Federal agencies to 
consult and coordinate with Tribes on policies, including regulations, that 
have Tribal implications. The consultations allowed FNS to consider broader 
needs for updating the definition of trafficking to include stealing of 
benefits. Benefit stealing was not addressed by the 200B Farm Bill but has 
become an issue with SNAP EBT. Finally, comments from a variety of 
stakeholders were received and given careful and thoughtful consideration by 
FNS before the final rule was published. 

USDA has zero tolerance for fraud. In SNAP, most recipients and 
retailers play by the rules. Trafficking went from 4 percent to 1 percent 
over the last 15 years; 8,300 retail stores were permanently disqualified for 
trafficking over the last 10 years, and almost 2, 100 stores sanctioned or 
disqualified in 2012 alone. We know that fraud is not a static concept-where 
there is a will to commit malfeasance, bad actors will try to find a way. 

LTSDA takes seriously its responsibility to make sure that only those 
families who are actually eligible for SNAP participate, and that the correct 
amount of benefits is provided to them. Over the past decade, USDA has made 
major strides to improve the accuracy of SNAP's eligibility determination and 
benefit payment systems. Over 99 percent of those receiving SNAP benefits are 
eligible and payment accuracy was 96.20 percent in 2011, an historic high. 
While improper payments and errors are indeed critical, it is important to 
recognize that they do not necessarily equate to fraud. 

The budget line .items that support retailer monitoring and fraud 
prevention and detection work at USDA are the Benefit and Retailer Redemption 
and Monitoring, the Retailer Integrity and Trafficking, and Payment Accuracy 
and Cooperative Services line items. These are all mandatory funding. Part 
of Web-based, automation line supports recipient fraud efforts. 

The resources in the Benefit and Retailer Redemption and Monitoring 
line are used to support compliance work, and retail investigators. In 
addition, this line item funds information technology contracts for systems 
development and maintenance associated with retailer management and fraud 
detection. The t'wo largest systems funded from this line item are the Anti- 
Fraud Locator using EBT Retailer Transactions (AL-ERT) and the Store Tracking 
and Redemption System (STARS). 

The Retailer Integrity'- and Trafficking line supports a "strikeforce" of 
retailer investigators as well as other activities that promote retailer 
integrity efforts. 
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The Payment Accuracy and Cooperative Services line supports staff 
dedicated to a wide range of integrity efforts including recipient fraud data 
mining . 

In FY 2013, the Web-based Automation of Systems will support recipient 
fraud efforts, including State technology based anti-fraud activities and 
data mining. 


SNAP Administrative Funds Directed at Retailer Integrity and Fraud Prevention 
(doMars in thousands) 



FY 2009 

Actual 

FY 2010 

Actual 

FY2011 

Actual 

FY2012 

Actual 

FY 2013 

Estimated 

Mandatory Other Program Costs: 






Benefit & Retailer Redemption and 
Monitoring 

$17,279 

$19,396 

$31,276 

$29,169 

$32,738 

Payment Accuracy and Cooperative Services.... 

3,000 

3,000 

3,000 

3,000 

4,000 


0 

0 

0 

0 

4,000 

Retailer Integrity and Trafficking 

8,008 

8,029 

8,715 

8,040 

12,364 

Total, Funds for Retailer integrity 
and Fraud Prevention 

28,287 

30,425 

42,991 

40,209 

53,102 

USDA would use proposed 

increases in 

funding 

allocations to 

hire 


additional staff to focus on improving program integrity in both the retailer 
and recipient areas; to focus on SNAP retailer integrity efforts through the 
use of advanced technologies and services; to incentivize and strengthen 
State recipient integrity efforts through grants and information sharing; to 
expand the number of on-site store visits to ensure that high risk retailers 
are visited more frequently and that USDA has the latest information on store 
operations; to enhance its retailer service center in order to improve 
application screening processes; and to identify and share best practices 
among States, private industry, law enforcement, and federal agencies on how 
to effectively root out waste, fraud, and abuse. These activities expand, and 
do not duplicate, current integrity efforts. 


Mr. Aderholt: Ms. Rowe's testimony stated that FNS has reengineered the 
process for authorizing and overseeing retailers into a centralized national 
structure. How will this new process assist FNS in fighting retailer fraud? 
Are there any concrete results to date? What is the estimated dollar savings 
from this effort in the short or long term? 

Response: USDA reengineered the process by which it authorizes and 
oversees retailer participation in SNAP to maximize resources, gain 
efficiency, and improve efforts to fight fraud and ensure integrity. 

Operational functions were centralized into a national, integrated 
structure in January 2013. Concrete results such as performance metrics are 
premature to report at this time. Short term and long term savings will be 
realized through the effectiveness and efficiencies gained in this new 
centralized national structure which: 
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• Streamlines management and maximizes the use of resources to gain 
efficiency while improving our efforts to fight fraud and ensure 
integr.ity . 

• Allows us to be more agile and utilize our resources in a more 
strategic fashion to maintain equitable workloads across the nation 
that fully support our program integrity efforts. 

• Perfvorms data mining and analyzes patterns in transaction data to 
better identify fraud and abuse. 

• Identifies high risk areas to target increased focus and resources on 
program integrity efforts. 

• Improves the quality and consistency of all retailer functions by more 
closely integrating operations with the development of policy, 
procedures, training, and systems. 

• Improves communication and command structures to better respond to 
challenges in fighting retailer fraud. 

• Improves the consistency in retailer operations policies and procedures 
with a higher level program integrity focus. 

In addition to standing up a national retailer management organization, 
we continue to take full advantage of available technology, and enhance our 
policies and procedures in an effort to manage SNAP retailers in a manner 
that ensures the integrity of the Program. 


Mr. Aderholt: Last year, the Subcommittee asked USDA's OIG about the 
Department's policy on banning or debarring participants of any USDA program 
who have been found guilty of violating the laws, rules or regulations of the 
Federal or State governments, regardless of whether a program provides 
entitlements. USDA OIG has identified a number of cases where SNAP and WIC 
providers have been found guilty of fraud and were still able to receive 
benefits. Please provide the latest status of these efforts. Can you commit 
to this Subcommittee that you will follow your own OIG's sound recommendation 
to ban recipients from all programs if the potential recipient committed 
fraud in any one of USDA's programs? If not, what is the justification? Is 
there an issue of authority or is the debarment process too lengthy? 

Response: Authorizing statutes and regulations for both SNAP and WIC 
establish robust, program-specific retailer disqualification processes. A 
retailer disqualified under either program for the most serious violations, 
must also be disqualified under the other, and the duration of its 
disqualification under one program must match that under the other. FNS 
finds our adiriinistrative disqualification process to be more efficient than 
debarment and suspension actions, as we are able to remove bad actors from 
participating in our programs without going through the lengthy process often 
associated with debarment and suspension actions. FNS takes fraudulent 
activity by retailers very seriously, and recognizes the need to protect the 
interests of other federal agencies from potential abuse. To this end, FNS 
has initiated a non-procurement debarment and suspension protocol for use 
against permanently disqualified SNAP retailers to protect the public 
interest and the Federal government as a whole from those Individuals and 
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businesses that have seriously violated Programs requirements. FNS has 
initiated the following actions: 

• FNS began adding permanently disqualified SNAP and WIG retailers to 
GSA' s Excluded Parties Listing System (EPLS) /System for Award 
Management (SAM) in June 2012. To date, there are 161 permanently 
disqualified SNAP owners on EPLS/SA>1. 

• In order to ensure that only responsible persons participate in SNAP, 
FNS retailor operations staff now check SAM to make sure that high risk 
persons are not currently debarred or suspended prior to finding them 
eligible to participate in SNAP. 

In addition to the actions above, FNS implemented the foilowirig 

suspension and debarment policy: 

• FNS conducts the administrative review process and implements SNAP 
permanent disqualifications in accordance with statutory authority. 
During the administrative review process, each individual is provided 
notice regarding non-procurement debarment and suspension. 

• The OIG provides FNS vjith a quarterly report on indictments and 
convictions. FNS reviews all SNAP and WIC permanently disqualified 
cases that are referred due to a criminal conviction steimming from an 
OIG investigation. FNS initiates proposed debarment action for any 
individual who has been disqualified as a result of such conviction or 
when information is available to OIG indicating that the individual 
participates as a grantee or subgrantee in other Federal programs, or 
is involved with business in other Federal agencies. 

• FNS initiates proposed debarment and suspension as appropriate within 
the discretion of the FNS debarring official. 


Mr. Aderholt: Over the past few months, USDA has issued statements on 
actions or proposed actions to reduce trafficking and other forms of fraud in 
the SNAP program. Please provide a list of activities across USDA to reduce 
fraud in the SNAP program. Please include an explanation of how FNS is 
targeting and providing early oversight of stores most likely to traffic. 

Response: USDA continues to implement aggressive measures to improve 
program integrity and detect and stop fraud. Examples of recent activities 
include : 

• Redesigned the SNAP Anti-Fraud Locator for Electronic Benefit Transfer 
Transactions (ALERT) system, with new, more advanced technology and 
analytical tools available in the private sector. The new ALERT system 
allows USDA to quickly implement fraud detection scans as new schemes 
are identified, utilize Geographic Information System (GIS) mapping to 
better target high-risk areas, and build new complex data models 
designed to significantly reduce the number of false positives. 

• Updated SNA? policies and procedures to enhance our fight against bad 
actors . 

• Established a SNAP fraud website to educate clients, retailers and the 
public about what we do and how they can help us in our efforts to 
fight trafficking. 
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• Improved retailer application review procedures to verify identity and 
assure business integrity. Additional research of high-risk stores is 
being conducted . 

• Raised awareness of criminal penalties for falsification of a SNAP 
retailer applicati.on. The SNAP retailer application has long had a 
statement regarding the penalties associated with falsifying an 
application. That statement was moved to a more prominent position, 
directly above the area where retailers sign the application attesting 
to their understanding of program rules and the associated penalties 
for non-compliance. The online application was similarly updated. 

• Established annual reauthorization, rather than every 5 years, for 
stores at locations where an owner was previously disqualified or that 
are considered high risk for other reasons. 

• Provided notice to retailers of our in-store training expectations, and 
at the end of this fiscal year, all stores that have been reauthorized 
will receive a current set of SNAP training materials. 

• Issued proposed rules to suspend payment to retailers who engage in 
flagrant trafficking, implement additional integrity-related sanctions 
against violators, and, increase penalties against retailers who commit 
fraud. 

• Issued a final rule updating the definition of trafficking to include 
stealing, indirect trafficking of benefits, and the intentional dumping 
of beverage contents from beverage containers requiring a deposit in 
order to receive cash back. This rule also establishes reciprocal 
disqualification between SNAP and the Food Distribution Program on 
Indian Reservations so that clients that violate in one Program are not 
able to participate in the other. 

• Issued a final rule to establish standards and expectations regarding 
State matching requirements to prevent ineligible people from 
participating in the program. The final rule mandated that States must 
conduct matches against persons in prison, those who are currently 
disqualified from participating due to past program violations, and 
deceased persons. 

• Issued proposed rules to allow State Agencies to deny a request for a 
replacement card until contact is made with the State agency, if the 
requests for repiacemient cards are determined to be excessive. 

• Put a national operations team in place to manage ail SNAP retailer 
authorization, reauthorization, and monitoring and compliance 
activities . 

• Prox^ided States with technical assistance and tools to help them 
monitor social m.edia websites for attempts by individuals to buy or 
sell SNAP benefits online. 

• Worked with OIG and State Lav/ Enforcement Bureau to improve our efforts 
in fighting SNAP trafficking, including establishing procedures for 
suspension and debarment of disqualified SNAP retailers. 
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Improper Paymersts and Error Rates 

Mr. Aderhoit: FNS continues to tout having the lowest payment error 
rates in SNAP history at 3.8 percent for Fiscal Year 2012. But given the 
magnitude of the program, this equals $2.7 billion in improper payments. Of 
this amount, $2.1 billion is in overpayments to households. 

• Does FNS try to recoup these overpaid amounts? If so, what is the process 
for recovering these overpayments, and how much has been repaid for fiscal 
year 2010, 2011 and 2012? 

• Since I believe USDA has the legal authority to collect and retain 
improper payments, can USDA use these funds for additional oversight? 

Response: Any amount of error is costly in a program of SNAP's size 

and for this reason, program integrity is a priority. USDA is proud of the 
significant improvement over the last 10 years in SNAP payiPLent accuracy. 
Paym.ent errors are less than half what they were 10 years ago, reduced from 
8.91 percent in FY 2000 to 3.80 percent in FY 2011, which has reduced 
improper payments by $3.67 billion in FY’ 2011, had the rate remained the same 
from FY 2000. The SNAP payment error rate of 3.80 percent is for the Fiscal 
Year (FY) 2011 review period and is the lowest in history. The FT 2012 SNAP 
error rates will be announced in June 2013. 

The validated SNA? payment error rate for a State agency reflects the 
statistically valid overall level of efficiency at which the State agency is 
administering SNAP. The quality control process looks at a case's benefit 
allotment for the sample month, in order to determine if the household 
received an overpayment of benefits, an underpayment or the correct benefit 
amount. Regulations require that FNS report such findings to the State 
agency's claims collection office. Payments for many months are then 
examined by the State to determine the amount of the overpayment and the size 
of the claim. States recoup the overpayment from the client in accordance 
with Federal regulations no matter the reason for the over-issuance, whether 
it was the State Agency's error or the client's. 

Section 13 (b) of the Food and Nutrition Act (the Act) and SNAP 
regulations require State agencies establish recipient claims against any 
household that has trafficked benefits or has received more benefits than it 
is entitled to receive. State agencies collect claims through a variety of 
means, which include reducing the SNA? allotment of participating households 
and accepting lump sum payments. Federal Law further requires State agencies 
to refer delinquent SNAP claims to the Treasury Offset Program (TOP) for 
collection. TOP is a centralized government-wide debt matching and payment 
offset system developed by the U.S. Department of the Treasury to collect 
delinquent Federal debt.s. 


FNS collected $287 million in overpayments for Fiscal, year (FY) 2010, 
$314 million for FY 2011, and $328 million for FY 2012. Overpayment amounts 
established and. collected through the claims collection process are not the 
same as those identified in the sampling process by which error rates are 
calculated. 

Federal regulations allow State agencies to retain a port.ion of the 
L'jnds they collect for SNAP benefits over-issued or trafficked. States 
currently retain 35 percent of collections that result from intentional 
program vi.clations (IPVs) or fraud and 20 percent of collections that result 
from inadvertent household or agency errors. Retention funds are intended to 
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provide extra incentive to pursue IPVs and collections for overpayments of 
benefits. On December 20, 2012, USDA sent a letter to State Commissioners 
encouraging them to direct claims collection retention funds toward increased 
fraud prevention and detection activities. 


Mr. Aderholt: In November of 2011, the Department issued a Direct 
Final Rule entitled "SNAP: Quality Control Error Threshold Tolerance." In 
this direct final rule, the Department would double the error rate threshold 
from S25 to $50 per payment. Am I correct that this would mean that a 
household receiving $250 in SNAP benefits per month - but should be receiving 
$200 - that this would no longer be considered an error? Did FN5 use the $50 
error rate threshold in calculating the payment error rates for Fiscal Year 
2012? If not, will this threshold rate be used for Fiscal Year 2013? 

Response: If a household received $250 in SNAP benefits in the sample 

month and it was determined that the household was eligible, but only 
entitled to $200 in that month, this case would not be considered an error 
for purposes of calculating the State agency's official error rate. However, 
FNS now requires all identified errors below the threshold, from SI to $50, 
to be reported to FNS so that this information can be used for error trend 
analysis. Federal regulations also require errors below the threshold amount 
to be reported for possible claims collection. 

The SNAP payment error rate of 3.80 percent is for the Fiscal Year (FY) 
2011 review period. FNS did not use the $50 tolerance threshold in 
determining the FY 2011 SNAP payment error rate of 3.80 percent. The FY 2012 
SNAP payment error rates will be announced in June 2013 and will include the 
$50 tolerance threshold. 


Work Requirements 

Mr. Aderholt: I have been concerned that the myriad of welfare 
assistance programs in place can be a disincentive for people to find 
employment . 


• Do you have any data showing that SNAP's Employment and Training Programs 
are helping people find employment so that they are no longer needing SNAP 
assistance or lower amounts of SNA? assistance? 

• Please provide a table showing a breakout of how the employment and 
training funds were spent by each stats to include fiscal year 2009 
through 2012 actuals and plans for fiscal years 2013 and 2014. 

Response: SNAP is an important support for working families. Arriong 

SNAP households with at least one working-age, non-disabled adult, more than 
half work -- and more than 80 percent work in the year before or after 
receiving SNAP. Because Program rules base the amount of SNA? benefits that 
a household receives on the household's income and expenses and provide for 
an earned income deduction, households have an incentive to work to improve 
their economic situation. 

SNAP's Employment and Training (E&T) services help work-ready 
participants secure and maintain employment. Currently, we do not have a 
national summary of outcome performance measures. States voluntarily collect 
and report outcome data but use different methods and measures. For example, 
Washington State tracks employment and wages of SNAP E&T participants for 24 
months following program intake. For the most recent 2-year cohvort, the 
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cumulative employmerit rate was 72 percent and the median wage was $11.08 an 
hour. Minnesota tracks employment outcomes over the course of a year and 
reported an employment rate of 45 percent with an average wage of $9.69 in 
fiscal year 2012. 

The following charts reflect the Federal share of SNAP E&T outlays by 
State in fiscal years 2009 through 2012. Also included is the amount of 
Federal funds requested by States in fiscal year 2013. Planning figures for 
fiscal year 2014 are not yet available. USDA provides 100 percent federally 
funded grants to Stats agencies annually for administrative costs of 
operating an E&T program. States that pledge to offer E&T services to ail 
at-risk able-bodied adults without dependents (ABAWDs) are eligible for a 
share of the $20 million ABAVjD grant. State spending on SNAP E&T beyond the 
100 percent grant level is reimbursed at 50 percent- USDA reimburses States 
for 50 percent of spending for participant expenses such, as dependent care 
and transportation. 
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FY 2012: Fedecai 


E&T ABAWD Grant 


1, 360, 879 
141, 874 ’ 


Federal 50% 
Administrative 
Reimbursement 


Federal 50% 
Reimbursement 


Expenses 

TeTT 


744,141 
6,756,258 ■ 
3, 520, 7 4'0 ■ 
558,787 ■ 

50. 000 ' 
466, 096 ' 

8, •189 /266 ' 

36.000 ‘ 

____ . 

211,630 ■ 
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Mr. Aderholt: I know that 46 States qualified for a waiver of the time 
limits that Abie Sodied Adults Without Dependents (ABAWDs) can receive SNAP 

for Fiscal Year 2013. 

• When the time iimits are waived, doesn't this also mean the work 
requirements are waived for ABAWDs? 

• Did all 46 States choose to implement this waiver? 

• W^ith unemployment at its lowest level in four years, when will FNS start 
to deny the waivers and encourage more people to seek employrrent? 

Response: Able-bodied Adults Without Dependents (ABAWDs) are subject 

to both general SNAP work requirements and the ABAWD time limit. General 
SNAP work requirements include registering for work, accepting suitable 
employment, and participating in an employment and training program if 
referred to one by the local SNAP office. In addition, ABAWDs are limited to 
participating in SNAP for only 3 months in any 3 year period that they do not 
work or participate in a work program for at least 20 hours per week. When 
an ABAWD waiver is in place, the ABAWD time limit is waived, but ABAWDs must 
still meet general SNAP work requirements listed above or face program 
disqualification. 


Forty-six States were eligible for Statewide ABAWD waivers in FY 2013. 
Of those States, 41 implemented the waiver statewide. Three States, 

Colorado, New York and Texas, chose to implement only in certain counties and 
two States, Utah and Delaware, chose not to implement at all. 

As unemployment rates fall across the country, FNS expects that fewer 
States will be eligible for ABAWD waivers. The Food and Nutrition Act 
provides that States or areas within States that have unemployment rates 
above 10 percent or a lack of sufficient jobs may qualify for ABAWD waivers. 
FNS carefully reviews all waiver requests to determine whether States and 
areas meet the criteria to qualify for an ABAWD waiver before issuing a 
response . 


Mr. Aderholt; Please provide a table showing SNAP participation and 
unemployment rates to include fiscal years 2009 through 2014 estimates. 
Also, add a column that shows total benefit costs to include the ARRA 
component as well. 

Response: The information is provided for the record. 

[The information follows: 


Supp 1 erne nt a 1 Nut r i t i on 
Assistance Program (SNAP) 

FY 

2009 

FY 

2010 

FY 

2011 

FY 

2012 

FY 

2013* 

Average Monthly 

Participation (Millions) 

33.5 

40.3 

44.7 

46.6 

47.1 

Total Benefit Costs 
( Biiiions ) 

$50.4 

$64.7 

$71.8 

$74.6 

$75.5 

Unemployment Rate 

8.5% 

9.7% 

9.1% 

8.3% 

7.8% 


^AdmdnistraLion projections 
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SNAP Program Information 


Mr. Aderholt : The Fiscal Year 2014 budget request is projecting SNAP 
participation to decrease to an average of 44.7 million people per month, 
down signi f icanr ly from the current participation rate of 47.3 million. 

While the anticipated decrease is welcome news, it conflicts with the 
Congressional Budget Office assumption from their February 2013 baseline 
projection, which anticipates participation to average 47.6 million 
participants per month in B'Y 2014. Please explain the discrepancy in these 
two projections, since both agencies generally rely on the same data, and 
USDA' s rationale for the decrease. 

Response: SNA? participation forecasts are determined by a model which 

relies heavily on unemployment estimates to make its predictions. 0M3 
economic assumptions from November 2012 show unemployment going dow’n from 7.7 
percent in FY 2013 to 7.2 percent in FY 2014. This decrease in unemployment 
is the primary reason for the lower SNAP participation level in FY 2014. 

The discrepancy between C30 estimates and FNS estimates has to do with 
the different assumptions regarding unemployment. CBO estimates that 
unemployment in FY 2014 will remain at around 7.7 percent whereas 0MB 
assumptions predict the rate to be 7.2 percent for the same time-frame. 


Mr. Aderholt: With USDA' s projected decrease in SNAP participation for 
Fiscal Year 2014, it is interesting that the budget requests an increase of 
$132.5 million for State Administrative Expenses. What is the justification 
for this amount of increase if participation rates are declining? 

Response: State Administrative expenditures in SNAP are used for 

essential functions like verifying eligibility, preventing benefit 
trafficking, administering work requirements, and related functions. 

Salaries and benefits for employees working on these essential functions as 
well as other costs to support them such as office space, information 
technology, etc. tend to be fixed costs that do not vary significantly with 
marginal changes in caseload from year to year. They are estimated each year 
using the yearly change in the State and Local index derived from the latest 
0MB economic assumptions and are not directly tied to SNAP participation 
trends . 


Mr. Aderholt: I join my colleagues in their concern over FNS outreach 
and advertising activities, especially television and radio ads in expensive 
media markets like New York City. Please cite the legislative authority that 
allows FNS to engage in these activities. Please list the amount of both 
mandatory and discretionary funding t.hat has been spent each fiscal year from 
FY 2009 to an estimated amount in FY 2013. Please detail which cities and/or 
states have received this funding. Also, please provide all details of work 
with foreign governments or organizations as it relates to nutrition programs 
at or administered by OSDA. 

Response: CISDA' s authority to engage in informational outreach t:o SNAP 

eligible populations originates in section 16(a)(4) of the Food and Nutrition 
Act of 2008 and is also incorporated at section 11(e) (1) (A) of that Act. 

These authorities are further elaborated in regulation at 7 CFR 272.5. 

USD.A's direct Federal activities in support of program information and 
outreach are funded through a specific program information and nutrition 
education budget request first proposed and appropriated for fiscal year 
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2003. This budget request has been appropriated by Congress each fiscal year 
since that time. Activities under this funding are reported on annually in 
the Congressional Justification which accompanies the President's budget 
request . 

USDA takes seriously its mission and responsibility to provide access 
to nutrition assistance program benefits to every eligible person who needs 
and seeks assistance. USDA promotes program access through appropriate 
outreach to program partners and potential recipients to ensure that eligible 
people can make an informed choice for themselves and their families. USDA 
works to ensure that outreach is in line with the law and policy by: 

• Focusing clearly on groups who are eligible under the law. 

• Emphasizing that programs provide support during times of need, not 

permanently. 

• Avoiding messages that disparage or demean the importance of work. 

Efforts are research-based, educational, and provide information on 
eligibility requirements and the nutrition benefits of our programs. 

The goals of the national media campaign are to help overcome stigma, 
teach potential applicants about program requirements and how to apply. It 
is an educational campaign designed to help people make an informed decision 
about the program. Tasks for the SNAP National Media Campaign are contracted 
through a competitive process. In addition, the effort provides community 
organizations and States with tools and resources that can be used to help 
with their educational efforts. The target audience for the campaign is 
elderly, low-income working individuals and families, and the newly 
unemployed. The campaign is in English and Spanish. 

A total of $4 million has been dedicated to this effort each fiscal 
year since FY 2003. Up through FY 2012, most of the funding was used to 
purchase radio spots in areas identified as having high food insecurity and 
low participation rates among those eligible for SNAP. There are no 
advertisements in FY 2013 or 2014. However, some radio stations may continue 
to broadcast public service announcements at no cost to USDA. 

The following table outlines the cities and States in which advertising 
occurred from FY 2009 to FY 2012 and the associated cost by location. 


l'. ' ' .. i'' ' ' 

MARKET 

COST $ 

Albuquerque, NM 

$44,500 

Asheville, NC 

28, 500 

Baltimore, MD 

o 

o 

o 

Boston (MA, NH) 

237,500 

Cheyenne, WY 

12,000 

Chicago (IL, IN, 

WI) 

243, 500 

Cleveland, OH 

72,000 

El Paso, TX 

31,000 

Fargo (ND, MN) 

20, 500 

Fresno, CA 

44,000 

Grand Forks (ND, 

MN) 

11,000 

Jackson, MS 

23, 000 
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Kansas City (KS, MO) 

, !0 

Little Rook, AR 

32,500 

Los Angeles, CA 

525, 000 

Miami, FL 

171, 500 

MN Statewide Network 

75,000 

MS Statewide Network 

71, 875 

ND Statewide Network 

31,375 

New York City (NY, NJ, CT) 

497,500 

OH Statewide Network 

79, 750 

Philadelphia (PA, NJ) 

192,500 

Pittsburgh, PA 

87,500 

Providence (RI, CT) 

68,000 

San Diego, CA 

163, 500 

St. Cloud, MN 

11, 000 

Visalia-Tulare, CA 

30,500 

WY Statewide Network 

40, 000 

TOTAL 

3,057,000 




: 

Colorado Springs, CO 

$35, 152 

Corpus Christi, TX 

24,336 

Denver, CO 

257,556 

El Paso, TX 

30, 420 

Fresno, CA 

62,868 

Ft. Myers, FL 

37,180 

Laredo, TX 

14, 196 

Los Angeles, CA 

752,388 

McAllen-Brownsville-Harlinqen, TX 

42,588 

Merced, CA 

23, 660 

Miami, FL 

264,064 

Modesto, CA 

48,672 

Riverside-San Bernardino 

100,048 

San Antonio (Bexar County) , TX 

108,160 

San Diego, CA 

233,896 

San Francisco, CA 

503, 620 

Tyler-Longview, TX 

22, 984 

Visalia-Tulare, CA 

43, 940 

West Palm Beach, FL 

64,220 

XOXjAbLi 

2,669, 948 



^ X SpaxiLSh' LanqruajqfA TV 

1 

Ft. Myers, FL 

$20, 879 

Laredo, TX 

47,218 

PlcAllen-Brownsville, TX 

83, 377 

Miami , FL 

170, 680 

New York City, NY (NY, NJ, CT) 

221, 255 

Orlando, FL 

38,492 

TOTAL 

581, 901 





Atlanta, GA 


Ft. Myers, FL 

27, 927 

Jackson, MS 

23,358 
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Laredo, TX 

12,967 

Los Angeles, CA 

698, 647 

McAllen-Brownsvilie, TX 

36,129 

Miami, FL 

245,739 

New York City {NY, NJ, CT) 

493, 744 

Orlando, FL 

131, 614 

TOTAL 

1,9-31,242 



Houston-Galveston, TX 

172, 431 

Laredo, TX 

38,229 

McAlien-Brownsville, TX 

70, 083 

New' York City (NY, NJ, CT) 

281,584 

San Angelo, TX 

24,246 

TOTAL 

586, 573 





Akron, OH 

$41,566 

Charleston, SC 

23, 745 

Columbus, OH 

58, 161 

Greenville-New Bern, NC 

21.043 

Greenvi 11 e-Spa rtanburq, SC 

61,969 

Houston-Galveston, TX 

230,078 

Laredo, TX 

9, 155 

Los Angeles, CA 

675, 210 

McAllen-Brownsville-Harlinqen, TX 

25,436 

New York City (NY, NJ, CT) 

613,836 

Raleigh- Durham, NC 

129,642 

Riverside-San Bernardino, CA. 

144,521 

Rural /Non-Metro 

140, 866 

Rural /Non-Metro, NC 

102,000 

Rural /Non-Metro, SC 

55,250 

Rural /Non-Metro, TX 

143, 650 

Sacramento, CA 

82, 029 

San Angelo, T.X 

31, 388 

Stockton -Modesto, CA 

128,707 

Toledo, OH 

22,257 

Victor Valley, CA 

16, 210 

TOTAL 

2, 735, 697 


USDA meets periodically with embassy officials at their request and 
other stakeholders to discuss nutrition assistance programs. The Department 
created a more formal partnership with the Mexican government in 2004. Most 
activity under this partnership occurred between 2004 and 2008, There are no 
such partnerships with other governments dealing with nutrition assistance 
program information or outreach. The goal in working with nutrition 
assistance partner organizations is to ensure that low-income people who are 
eligible for and need assistance have the information to allow them to make 
informed decisions. Any information shared through these efforts is intended 
for distribution in the United States among potentially eligible people. 

Mr. Aderholt: It is anticipated the Affordable Care Act will greatly 
affect participation in USDA^s nutrition programs. Please provide the 
Subcommittee with t'NS' projections for both participation and costs for SNAP, 
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WIC, the Child Nutrition Programs, and any other USDA nutrition program that 
might be affected by the Affordable Care Act. Please also include any 
projections for possible increased State administration funding for any of 
these programs. 

Response: QSDA does not anticipate substantial participation impacts 

in its programs due to the Affordable Care Act (.ACA) , USDA is examining how 
the Affordable Care Act will impact operations and participation in its 
programs. One study, examining impact in SNAP will collect data concurrent 
with ACA implementation. Another will examine the potential effects of ACA 
implementation on WIC. 

There could be an impact on WIC if more pregnant or postpartum w'omen, 
infants and children begin to receive Medicaid, making them adjunctively 
income eligible for WIC. For at least two reasons, however, this effect is 
expected to be small. First, the ACA sets an income floor for Medicaid 
eligibility that is below the existing income threshold for WIC eligibility. 
In addition, the ACA primarily targets adults without children for Medicaid 
eligibility. The School Meals Programs and SNAP do not have adjunctive or 
categorical eligibility based on Medicaid. When the studies are complete, 
USDA will be able to better quantify potential participation or benefit 
impacts from the ACA. 

SNAP's share of administrative costs for the development or 
implementation of computerized eligibility systems has been somewhat lower 
than normal in recent years due to the focused investment of State and 
Federal dollars in Medicaid and insurance exchange systems and a temporary 
exception to cost allocation rules granted by 0MB. After FY 2015, these 
costs may return to normal or slightly increased levels. 


Mr. Aderholt: Please provide the Subcommittee with the current status 
of the fast food option allowable for certain recipients of the SNAP program. 
Note any changes over the past year and any plans for changes to allow 
prepared foods to be consumed with SNAP benefits. 

Response: USDA does not support expansion of the current program, but 

it is available as a State option under current law. 

Restaurant programs are State administered, run as a State option, and 
are available by law only to the limited population of homeless, elderly and 
disabled. States that implement this option sign a contract with restaurants 
to participate in their restaurant program. Federal rules require States 
with restaurant programs to establish a solution that assures only eligible 
clients may use their benefits at participating restaurants. Only once the 
State has a contract with a restaurant does FNS authorize them to accept SNAP 
benefits . 


California, Arizona, and Michigan currently operate State administered 
restaurant programs serving their elderly, homeless, and disabled 
populations. Michigan, however, is in the process of phasing cut their 
program this year. California and Arizona are revisiting their client 
eligibility processes . 

In 2009, Florida began operating a pilot program in one county. To date 
Florida has net expanded that pilot. Rhode Island began a limited pilot 
restaurant program on August 1, 2011 and is reviewing a recently completed 
evaluation of that Program. 
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The number of authorized restaurants, as of the end of FY 2012, was: 



A2 

65 


CA 

1,2 97 


FL 

9 


MI 

157 


RI 

5 

To 

ta 1 

1, 533 


Less than one-tenth of one percent of SNAP benefits were used in 
restaurants in fiscal year 2012. 


Mr. Aderholt: Please provide the Cominittee with a status of the 
Administration's efforts to use leads data from the Social Security 
Administration to increase participation in SNAP among elderly beneficiaries 
of the Medicare Low-Income Subsidy (LIS) . 

Response: Demonstration projects were awarded to New Mexico, 
Pennsylvania, and Washington in September 2010 as was a contract to evaluate 
the impacts of the projects. The schedule required States to implement their 
projects in fiscal year 2011 and operate them in FY 2012 and 2013 with a 
planned shutdown at the end of fiscal year 2013. 

The evaluation will use FY 2014 to examine if SNAP participants from 
the demonstrations continue their participation after the demonstrations 
close. The Department intends to complete analysis of collected data and 
prepare a final report by the end of FY 2014. 


Mr. Aderholt: Please provide a table showing FDPIR participation 
levels from fiscal years 2009 through 2012. 

Response: The information is submitted for the record. 

[The information follows;] 

FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS 
PARTICIPATION LEVELS 


Fiscal Year 

Average Monthly Participation 

2009 

95, 369 

2010 

84,577 

2011 

77,827 

2012 

76, 530 


Mr. Aderholt: Please provide a current update on the Healthy Incentive 
Pilot (HIP) . When will this pilot be complete and results shared with 
Congress? 

Response: HIP, which tested the effect of a financial incentive at the 
point-of-purchase on the consumption of fruits and vegetables by SNAP 
participants, operated from November 2011 through December 2012 in Hampden 
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County, Massachusetts, offering the incentive to approximately 6,500 SNAP 
households . 

A descriptive report on early HIP implementation was released in 
February 2013. The report details how HIP worked, what was required to 
overlay KIP on normal SNAP operations, and the key successes and challenges. 
The report can be found at: 

( h ttp : / / WWW ■ fns . usda . qov/QRA./mena/' Published/ SNAP/FILES/ProgramPesign/H I ? S ari 
y Im p Lementa t i_o n . p d f ) 

An interim report, which presents analyses of HIP' s impact 4-6 months 
after implementation on participant dietary intake, purchasing behavior, and 
attitudes, is expected to be released this summer. 

A final report, which will provide analyses of HIP's impact on 
participant consum^ption and other outcomes at 9-11 months after 
implemientation, is anticipated next winter. This report will also include 
impacts on other stakeholders as well as a complete cost analysis for the 
pilot and estimates for expansion. 


Special Supplemental Nutrition Program for Women, Infants and Children (WIC) 
Oversight of State Vendor Management 

Mr. Aderholt: The WTC Program is designed such that USDA provides the 
States with grant monies to each State, tribal organization or territory so 
they can operate their own programs. FNS managem.ent in Washington, DC and 
the Agency's Regional Administrators then provide oversight. Since you 
testified here last year, your Agency has cracked down on a couple of States 
for what I would describe as cases of serious mismanagement. For example, a 
Bay Citizen newspaper investigation found a WIC vendor selling an 18 oz box 
of Cheerios on sale for nearly $10 where shoppers could gain points to earn, 
free appliances like coffee makers or toasters. The article .said that if 
USDA had put new rules in place in 2011 instead of the ones that went into 
effect in May, the Program would have saved $50 million. 

• On the one hand, I am glad that USDA is cracking down on these extreme 
cases, but why was this type of abuse legal within your rules or the 
State’s vendor management system? 

• Where else is USDA seeing vendor mismanagement where vendor’s can charge 
prices up to 50, 75, or 100 percent of the lowest reimbursable cost of a 
WIC product? 

• If USDA knows that they have problems with vendor management in more than 
one State or territory, what can USDA do systematically before tens of 
millions of dollars more are wasted and the Program's positive image turns 
to questions about overall integrity? 

• Ms. Rowe's testi.mony stated that FNS has hired an independent research 
firm to examine vendor management best practices and that FNS is in the 
midst of a full, nationwide management evaluation of each State. When 
does FNS expect both the independent research and the evaluation to be 
completed? How will this information be utilized to help States do a 
better job in vendor management? 

• In the case of California, why can USDA not focus on the group of 
unscrupulous vendors and then not have to place a prohibition on any new 
WIC store from opening? 
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Response: Federal WIC regulations require that WIC State agencies 

impiement a vendor peer group system, competitive price criteria, and maKimum 
allowable reimbursexment levels in a manner that ensures that the WIC Program 
pays competitive prices for foods. A vendor peer group system classifies 
authorized WIC vendors into groups based on common characteristi.es (square 
footage, number of registers, sales volume, etc.) that affect food prices, 
and facilitates the application of competitive price criteria both at vendor 
authorization and during the food instrument redemption process. Competitive 
price criteria allow WIC State agencies to control their food costs by 
determining whether the prices charged by a vendor applicant are competitive 
with prices charged by other vendors. Finally, maximum allowable 
reimbursement levels ensure that vendors do not raise prices after 
authorization and therefore remain cost competitive. 

WIC State agencies are also required to identify high-risk vendors at 
least once a year, based on criteria defined by or approved by FNS, and to 
conduct compliance investigations on ail high-risk vendors, up to a minimum 
of five percent of the number of vendors authorized. 

FNS has and vvill continue tc intervene as necessary to require changes 
to individual State agency's vendor management systems to improve program 
integrity. We are not aware or other locations where venders are charging 
prices at this Level and agree it is a gross T>i sapp 1 i ca t ion of the 
regulations. FNS has taken specific steps to ensure this typo of abuse does 
not happen again. FNS has also taken actions in Georgia and Puerto Rice tc 
address vendor management deficiencies in those locations. 

Nationally, FNS is conducting a focused evaluation of vendor management 
in all WIC States by the end of fiscal year 2014. This approach will give us 
a more complete assessment of WIC vendor management nationwide to inform 
additional improvements to FNS oversight efforts. Information elicited from 
these vendor management reviews will be summarized and analyzed to identify 
successful policies, practices, and procedures that have been developed and 
implemented by WIC State agencies. FNS will share those successful efforts. 

FNS is working with the National WIC Association to sponsor a Program 
Integrity Track at a National WIC Conference in September 2013. The Program 
Integrity sessions will focus on development of effective criteria for 
competitive prices, maximum allowable reimbursements and peer groups. 

FNS has engaged a contractor to compile a national profile of WIC 
vendor management practices, examine the management of WIC retail delivery 
systems and determine the extent to vihich WIC-authorized retail grocers (WIC 
vendors) adhere to program rules. This study will provide updated estimates 
of WIC vendor overcharging and undercharging based on a nationaliy- 
reprovsentative sample of covert compliance buys using WIC food instruments. 

We expect to release a final report in the fail of 2013 and use the results 
to inform future policy in this area. 

Regarding the California vendor moratorium, because the State agency 
needed to develop and implement a comprehensive revision to its entire vendor 
management system, ail available staff resources needed to be devoted to tliis 
effort. Until we can be confident that effective authorization and 
monitorirxg policies arc in place as well as appropriate levels of staff to 
monitor California's vendors, the moratorium must remain in place for all 
vendors except those needed for participant access. 
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Adjunctive Eligibility 


Mr. Aderholt: The Government Accountability Office (GAO) released a 
report last week entitled, "Improved Oversight of Income Eligibility 
Determination Needed." The purpose of the report was to gain insight into 
the means by which low income participants gain access to the WIC program. 

As clearly stated on USDA's website "To be eligible on the basis of 

income, applicants' gross income (i.e. before taxes are withheld) must fall 
at or below 185 percent of the U.S. Poverty Income Guidelines." Currently, a 
family of four with an annual income of $42,643 will qualify. The GAO report 
describes a policy called "adjunctive eligibility" which allows participation 
in WIC if one qualifies for other entitlement programs such as SNAP or 
Medicaid. The potential problem here is that, as the report points out, "13 
states have increased SNA? income eligibility thresholds to 200 percent of 
the guidelines. For Medicaid, some states similarly increased income 
eligibility thresholds to 200 percent of the guidelines, while others 
increased thresholds up to 300 percent of the guidelines." 

■ FNS clearly states that qualification is supposed to be 185 percent or 
less of federal poverty guidelines, how can a family of four in some 
states qualify with up to 300 percent of poverty or gross income up to 
$69, 150? 

" I believe that determining gross income for a family would be fairly 

straightforward. When 1 fill out my taxes, the IRS does not ask me which 
state I live in before it starts figuring out how much I need to pay as 
part of my gross income. The GAO found great disparity amongst .states in 
how they define income for a WIC famdly. GAO states - "As a result of the 
variation in income sources that are included when determining 
eligibility, one state could determine a family's income to be under 185 
percent of the federal poverty guidelines while another state could find 
that same family's income to be over that level." Why is this considered 
a fair system? 

■ What regulatory changes will USDA consider to make the system fairer AND 
in closer alignment with the Congressional intent of participant income 
equal to or less than 185 percent of federal poverty? Does FNS agree with 
the GAO conclusion that given current economic constraints, the impact of 
adjunctive eligibility may not be in line with WIC program goals? 

■ The GAO report raised some serious questions about FNS' oversight of the 
WIC programs in the States. Management Evaluation reports already 
identify weaknesses in some states' administration of WIC that may 
indirectly affect income eligibility determinations. However, GAO 
discovered that FNS does not review Management Evaluation findings at the 
National level to identify areas of program risk. They quoted FNS as 
saying that FNS plan s to s t art looking at evaluations even though the 
Agency implemented an eJectronic tool to manage evaluations reports in 
201 0 . Please explain how Congress can provide limited resources to USDA 
to manage State WIC program evaluations and USDA then not use this vital 
tool two years later? How can Congress believe that USDA is serious about 
limiting participation to those truly qualified if it does not use the 
management tools available to monitor state and local agencies? 

Response: The Child Nutrition Act of 1966, as amended, requires WIC 

State agencies to accept as income-eligible for WIC any applicant who 
documents that s/he is certified as fully eligible to receive SNAP, TANF, or 
Medicaid benefits; who is a member of a family that is certified as eligible 
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to receive TANF; or who is a member of a family in which a pregnant woman or 
an infant is certified as eligible to receive assistance under Medicaid. 

While an individual Wno applies for WIC and is not receiving SNAP, TANi', or 
Medicaid may not be certified if the household income exceeds 185 percent of 
poverty. State and local agencies are required by law to consider recipients 
of these three programs to be adjunctively income eligible for WIC even if 
their household income is greater than 185 percent of the federal poverty 
level . 

Regarding the variation in income determinations. Federal WIC 
regulations establish definitions of income and family, and mandatory 
exclusions from income that must be used by all WTC State agencies. This 
ensures that households {not adjunctively income eligible) with a gross 
income in excess of 185 percent of the Federal poverty Income guidelines are 
not eligible for WIC benefits. As required by the Child NutriLion Act, WIC 
regulations also provide for two optional exclusions for households of 
military service members. Such optional income exclusions are basic 
allowance for housing (BAH) received by military services personnel residing 
off military installations or in privatized housing whether on or off base; 
and overseas continental United States cost of living allowance (OCONUS 
COLA) . Depending upon whether a State chooses to use these options may 
render a famiily income eligible in one State but not the other based on the 
same income level, 

FNS routinely reviews all WIC State agencies for compliance with 
Program operation and administration requirements, including the critical 
area of certification and eligibility, during its management evaluation 
reviews. Where deficiencies are found, FNS requires that State agencies 
undertake corrective actions and monitors compliance with those corrective 
action plans. To improve WIC oversight and administration, and in response to 
the GAO'S recommendation, FNS will develop a process, effective October 1, 
2013, for systematically reviewing its monitoring reports to assess national 
program risks and target assistance specific to WIC certification and 
eligibility. 


Mr. Aderholt: The GAO study found that states and local WIC agencies 
have discretion in terms of what to include or exclude as income, the time 
period which that income reflects, and the size of the family unit used to 
calculate income. Apparently, over 60 percent of the states use income only 
within the last 30 days when the standard for WIC eligibility is "annual 
household income," and states also allow only the income of the mother and 
child to be counted instead of the incom.e of every member of the household. 
Why is such discretion permitted in a program that is funded almost entirely 
with federal dollars and what does FNS propose to do to ensure that WIC 
agencies follow one national standard? What percentage of WIC enrollees have 
entered the program based on only mother and child income as an "economic 
unit" instead of reporting their household income? 

Response: The Federal WIC regulations allow the State agency to 
consider the Income of the applicant's family during the past 12 months or 
the family's current rate of income to determine which indicator more 
accurately reflects the family's economic status. Annual income is more 
appropriate for self-employed persons, including farm.ers or seasonally 
emiployed persons whose income fluctuates; teachers who are paid on a 10-raonth 
basis and are temporarily on leave during the summer mionths; and persons on a 
teraporary leave of absence from emiployments such as maternity leave. 
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The Federal WIC regulations define family as a group of related or 
nonrelated individuals who are living together as one economic unit. 
Therefore, for purposes of income assessment all persons who share income and 
expenses are considered as part of the household or family and their income 
mxist be considered. Based on the National Survey of WIC Participants TI 
(2012), the percentage of WIC participants in an "economic unit" of two is 
15.4 percent. For example, a pregnant woman living on her own would be 
counted as on economic unit of two. We do not have information on the numJoer 
of mother-child economic units within larger households that do not share 
incomte and expenses. 

In April 2013, FNS issued guidance to ail WIC State agencies on income 
eligibility determination. The WIC Income Eligibility Guidance updates and 
consolidates existing Food and Nutrition Service (FNS) Instruction 803-3: 
Income Eligibil ity and WIC Policy Memorandum 99-4: Strengthening Integrity in 
the WIC Certification Process. It also reiterates language in the FNS 
Instruction that encourages WIC State agencies to define "current income" to 
refer to all income received by the household during the month (30 days) 
prior to the date the application for WIC benefits is made; and requires 
justification of any other definition in the State Plan. Further, the 
Guidance allows only one instance of providing a temporary (up to 30 days) 
certification when an applicant lacks necessary income documentation at a 
certification appointment and fails to provide it before the temporary 
certification period expires. All necessary changes to State agency 
procedures in order to comply with this guidance must be implemented by the 
beginning of fiscal year (FY) 2014 (October 1, 2013). 

In addition, FNS intends to review the Management Evaluation (ME) 
reports of State agencies on a qiaarteriy basis to identify areas of concern 
and to provide corrective action, training or technical assistance. The ME 
reports will be used to help determine changes in national policy or 
regulations that may be necessary to address emerging issues or trends. 


Mr. Aderholt: WIC enrollment has now increased to the point where over 
half of the infants in the country are enrolled in the WIC program. This is 
an astounding figure that appears to be far in excess of other measures of 
infant and child poverty. What are FNS' plans for an examination of the 
policies that have led to over half the infants in the country enrolled in a 
low-income program? 

Response: A recent USDA analysis released in January 2013 estimated that 
just over two million infants, fully half of the infants in the U.S., were 
born to mothers with current: family incomes at or below 185 percent of the 
Federal Poverty Guidelines in 2010. These infants met the statutory income 
threshold for program participation. 


Mr. Aderholt: The Subcommittee understands, based on Ms. Rowe’s 
response to questions during the hearing, that FNS plans to issue to the 
states in April updated income eligibility determination guidance for the WIC 
program-, and that beginning in April and continuing throughout the year FNvS 
will review and take corrective action on problems related to income 
eligibility determinations and other issues identified in WIC Monitoring 
Evaluation reports. Please provide an outline of what will be included in the 
updated income eligibility determination guidance. Please also provide a 
timeline and set of procedures that FNS intends to follow in reviev;ing the 
Monitoring Evaluation reports, including the content and schedule of training 
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to be provided to the states and local WIC agencies on income eligibility 
determinations . 

Response: The following information was updated after the date of the 

hearing : 

In April 2013, FNS issued updated guidance to State agencies to help 
standardize income eligibility determinations. The guidance consolidates 
policy memoranda issued over the past several years. Included in the 
guidance are various aspects of WIC certification, including, but not limited 
to; income eligibility guidelines, definition of income (.i.nciudlng military 
incomie), determination of family/household income and adjunctive/automatic 
incom;e eligibility, clarification on the use of "current" income, and the 
number of temporary certifications allowed when an applicant lacks necessary 
Incomse documentation . 

In addition, m^anagement evaluations (MEs) conducted by FNS routinely 
address issues related to income eligibility determinations. The WIC ME 
Tool, a web-based, interactive tool irapiemented An FY 2010, establishes 
standard questions to be used across regions and allows FNS to generate 
reports to identify common findings and develop policies or other corrective 
actions. FNS will develop a process, which will be effective October 1, 

2013, for the systematic review and analysis of WIC Certif ication/Eiigibiiity 
MEs at the National Office level. The process will identify areas of 
oversight that both FNS and WIC State Agencies need to focus their combined 
efforts. The content and schedule for the guidance and technical assistance 
to be developed for this effort is under development. 


Mr. Aderholt: Please provide the Committee with a table showing each 
state agency's gross income limit for WIC eligibility, and if applicable, 
which other assistance program may be used to convey adjunctive eligibility, 
such as SNAP, Medicaid, TANF, or any other State-administered program. 

Response; The Child Nutrition Act of 1966, as amended, requires WIC 
State agencies to accept as income-eligible for WIC any applicant who 
documents that s/he is certified as fully eligible to receive SNAP, Temporary 
Assistance for Needy Families (TANF), or Medicaid benefits; who is a member 
of a family that is certified as eligible to receive TANF; or who is a member 
of a family in which a pregnant woman or an infant is certified as eligible 
to receive assistance under Medicaid. Broad-based categorical eligibility is 
a policy that makes most households categorically eligible for SNAP because 
they qualify for non-cash TANF or State maintenance of effort (MOE) funded 
benefit. While an individual who applies for WTC and is not receiving SNAP, 
TANF, or Medicaid may not be certified if the household income exceeds 185 
percent of the federal poverty level (FPL), State and local agencies are 
required by law to consider recipients of these three Programs to be 
adjunctively income eligible for WIC even if their household income is 
greater than 185 percent of the FPL. 

The information is provided for the record. 

[The information follows:] 

The percent of the federal poverty level is provided rather than gross 
income limit because the gross income limit varies based on the number of 
family members. 
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Percent of Federal Poverty Level (FPL) 

State 

WIC % of 

FPL 

Medicaid or 

CHIP % of FPL 
Pregnant Women 

Medicaid or 

CHIP % of FPL 
Children less 

than 5 

TANF/MOE % 
of FPL 

Alabama 

185 

133 

133 

130 

Alaska 

185 

175 

175 

j 30 

American Samoa 

185 

N/A 

N/A 

N/A 

Arizona 

185 

150 

14 0 

185 

Arkansas 

185 

200 

200 

130 

California 

185 

200 

200 

130 

Colorado 

185 

250 

133 

130 

Conurionwealth of N. 

Mariana Islands 

185 

N/A 

N/A 

N/A 

Connecticut 

185 

250 

185 

185 

Delaware 

185 

200 

200 

200 

District of 

Columbia 

185 

300 

300 

200 

Florida 

185 

185 

200 

130 

Georqia 

185 

200 

185 

130 

Guam 

185 

N/A 

N/A 

165 

Hawaii 

185 

185 

300 

200 

Idaho 

185 

133 

133 

130 

Illinois 

185 

200 

200 

130 

Indiana 

185 

200 

200 

130 

Iowa 

185 

300 

300 

160 

Kansas 

185 

150 

150 

130 

Kentucky 

185 

185 

185 

130 

Louisiana 

185 

200 

200 

130 

Maine 

185 

200 

185 

185 

Maryland 

185 

250 

300 

200 

Massachusetts 

185 

200 

200 

200 

Mi chiqan 

185 

185 

185 

200 

Minnesota 

185 

275 

280 

165 

Mississippi 

185 

185 

18 5 

130 

Missouri 

185 

185 

185 

130 

Montana 

185 

150 

133 

200 

Nebraska 

185 

185 

200 

130 

Nevada 

185 

133 

133 

200 

New Hampshire 

185 

185 

300 

185 

New Jersey 

185 

200 

200 

185 

New Mexico 

185 

235 

235 

165 

New York 

185 

200 

200 

200 

North Carolina 

185 

185 

200 

200 
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Percent of Federal Poverty Level (FPL) 

State 

WIC % of 

FPL 

Medicaid or 

CHIP % of FPL 
Pregnant Women 

Medicaid or 

CHIP % of FPL 

Children less 

than 5 

TANF/MOE % 
of FPL 

North Dakota 

185 

133 

133 

200 

Ohio 

185 

200 

200 

130 

Oklahoma 

185 

185 

185 

130 

Oregon 

185 

185 

133 

185 

Pennsylvania 

185 

185 

185 

160 

Puerto Rico 

185 

N/A 

N/A 

N/A 

Rhode Island 

185 

350 

250 

185 

South Carolina 

185 

185 

200 

130 

South Dakota 

185 

133 

140 

130 

Tennessee 

185 

185 

185 

130 

Texas 

185 

185 

185 

165 

Utah 

185 

133 

133 

130 

Vermont 

185 

200 

225 

185 

Virgin Islands 

185 

N/A 

N/A 

130 

Virginia 

185 

200 

133 

130 

Washington 

185 

185 

200 

200 

West Virginia 

185 

150 

150 

130 

Wisconsin 

185 

o 

o 

300 

200 

Wyoming 

185 

133 

133 

130 


Mr. Aderholt: What percentage of participants currently in the WIC 
program entered via adjunctive eligibility? 

Response: Program administrative data (reported in USDA's 2010 WIC 
Participant and Program Characteristics Report, 

http : / /W WW. fns . usda . qov /Ora/menu/Publ ishe d/WIC/PILES/WICPC20lO . pdf shows that 
in 2010, 69 percent of WIC participants reported participation in SNAP, TANF, 
or Medicaid, programs that confer automatic or adjunctive income eligibility 
for WIC benefits. However, the great majority of those WIC participants also 
reported incomes below 18S percent of the Federal Poverty Guidelines, the 
income threshold for program eligibility in the absence of SNAP, TANF, or 
Medicaid participation. Just 2.9 percent of WIC participants reported 
incomes above 185 percent of poverty. 


Mr. Aderholt: Most of those in favor of adjunctive eligibility often 
point to the benefit of lesser red tape and paperwork. This practice 
supposedly streamlines the process for adding participants to WIC or other 
nutrition assistance programs. Can you provide the Subcommittee with 
documentation of such savings to USDA from the use of adjunctive eligibility? 

Response: In an effort to simplify the WIC application process, 

Congress amended WIC's authorizing legislation (the Child Nutrition Act of 
1966) to allow individuals participating in, or certified for, Medicaid, 
Temporary Assistance for Needy Families (TANF) or the Supplemental Nutrition 
Assistance Program (SNAP) to be deemed "adjunctively" income eligible to 
receive WIC benefits without requiring a m.ore lengthy income eligibility 
assessment (see 42 U.S.C. 1786, section 17(d)(2)(A)). 
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When an individual is certified to receive WIC benefits, she rr>ust 
provide documentation of all income received by all members of her household. 
This can include paystubs, W-2 forms, and/or tax returns, as well as 
documentation of income such as child support and alimony. These documents 
must be analyzed by clinic staff and compared to the current: income 
eligibility guidelines (lEGs) in order to determine income eligibility. 
Allowing individuals to bring proof of participation in Medicaid, TANF or 
SNA? to prove adjunctive income eligibility instead of completing WIC's 
income assessment streamlines this process. Adjunctive income eligibility 
also simplifies the application process for and eases the burden on WIC 
applicants, who have already undergone an extensive means-testing process for 
Medicaid, TANF or SNAP, 

The 2012 National Survey of WIC Participants II (available at 
http : //WWW . fns .usda . go v/f ns/ rese ar ch. htrn ) finds that 11 percent of WIC 
participants identified the length of time spent in the clinic as a potential 
barrier to program participation. At the same time, the survey finds fhat: 
participants value the nutrition education and health information provided by 
clinic staff. To the extent that adjunctive eligibility shortens the 
certification process for some individuals, it may encourage participation 
and increase participant retention. Less time spent on administrative tasks 
also allows clinics to devote relatively more of their limited staff 
resources on services. In this way, the administrative savings from 
adjunctive eligibility increases the return on Federal NSA spending as it 
reduces pressure on local agency budgets. 


Mr. Aderholt: What steps has the Department taken to make sure that 
the WIC program is focusing its resources on serving only those nutritionally 
at-risk low income mothers and children that the program was designed to 
serve - i.e., those with incomes of 185 percent of the Federal Poverty Level 
or lower? 

Response: Ail WIC State agencies must require documentation of 
household income for all participants at the time of certification, except as 
permitted by WIC legislation and regulations. FNS management evaluations of 
State agencies include on-site reviews of local agency certification 
procedures to ensure that the income documentation requirements, as well as 
the overall income eligibility determination process set forth in the Federal 
WTC regulations, are in fact being enforced. 

To be income eligible for the WIC Program, a categorically eligible 
individual (pregnant, postpartum or breastfeeding woman, or an infant or 
child up to age 5) must: (1) have a family income level that is at or below 
185 percent of the poverty income guidelines; or, (2) be determined 
adjunctively incom.e eligible based on t.he individual's, or certain family 
member's, eligibility for participation in the Supplemental Nutrition 
Assistance Program (SNAP), Temporary Assistance for Needy Families (TANF), or 
the Medicaid Programs. Generally, gross income must be used when assessing 
income eligibility, except where certain benefits or payments, such as combat 
pay for deployed members of the United States Armed Forces, are excluded by 
law. WIC State agencies must have these procedures in place at all local 
agencies, where individual income eligibility determinations are made. 

Based on the mo:st recent WIC participant characteristics data, 97 
percent of WIC participants who report income, i.e., are not deem.ed 
adjunctively income eligible for WIC benefits, have income that is at or 
below 185 percent of the Federal Poverty Level. 
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Mr. Aderhoit: is FNS willing to work with the states to establish 
administrative procedures (e.g. access to Medicaid enrollment and income 
data) to verify that those entering the WIC program through direct 
verification have household incomes at or below 185% FPL? 

Response; Through Public Law 105-33, Congress gave States the option 
to expand their Medicaid Programs using eligibility guidelines above WIC's 
income guidelines of 185 percent of the Federal Poverty Income Guidelines 
(also known as the Federal Poverty Level, or FPL) . Consequently, and in an 
effort to simplify the WIC application process, WIC's authorizing 
legislation, the Child Nutrition Act of 1966, was amended to allow 
individuals participating in, or certified for, Medicaid, Temporary 
Assistance for Needy Families (TANF) , or the Supplemental Nutrition- 
Assistance Program (SNAP) to be deemed "adjunctively" income eligible to 
receive WIC benefits without requiring a more lengthy Income eligibility 
assessment (see 42 U.S.C. 1786, section 17(d)(2)(A)). WIC State agencies do 
require applicants to provide documentation of their eligibility for the 
oroqram that makes them adjunctively income eligible (Medicaid, TANF or 
SNA?) . 

Even if an assessment were to be conducted which shows an income level 
above 185 percent of the FPL, adjunctively income eligible individuals could 
not be deemed ineligible for WIC benefits based on WIC's current statutory 
requirements as enacted by Congress. 


WIC Electronic Benefit Transfer 

Mr. Aderhoit: Please provide the Subcommittee with the most current 
status of WIC EBT implementation, specifically what states, tribal 
governments, or territories have implemented systems, the type of system as 
well as any other relevant detail on the Department's efforts to meet the 
2020 deadline established in the Healthy, Hunger-Free Kids Act of 2010. 

Response: The Department continues to promote the implementation of EBT 

in WIC State agencies, and provides technical assistance and funding, if 
available, to support the planning, development and implementation of WIC EBT 
systems. Currently, 61, well over half of ail WIC State agencies, are 
involved in some phase of EBT, planning, development, implementation or 
operations state-wide. Five WIC State agencies have fully implemented EBT 
statewide using offline smartcard technology- They are; Cherokee Nation, 
Oklahoma; New Mexico; Pueblo of Isleta, New Mexico; Texas and Wyoming. Five 
additional WIC State agencies have fully implemented EBT state-wide using on- 
line magstripe technology. They are: Chickasaw Nation, Oklahoma; Inter- 
tribal Council of Nevada; Kentucky; Michigan and Nevada. 

EBT implementation plans submitted by ail State agencies In early fiscal 
year 2013 indicated that 88 of 90 WIC State agencies have projected that they 
will meet the mandated deadline of October 2020. Two State agencies plan to 
seek a waiver, as allowed by the Healthy Hunger-Free Kids Act. 3y 2016, 62 
State agencies anticipate full state-wide implementation, an additional 18 by 
2018 and the remaining 8 by the 2020 deadline. These implementation 
timeframes assume that adequate funding is available to implement EBT 
nationwide by the 2020 deadline. 
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Mr. AderholL: Please update the Subcommittee on USDA plans to use SNA? 
EBT inf rastrucLUxre to work in conjunction with WIC EBT operations or future 
operations . 

Response: We have learned a great deal from the implementation of EBT 

by the Supplemental Nutrition Assistance Program (SNAP) ana many of the same 
providers are now supporting online WIC EBT. We continue to work closely 
with SNAP EBT whenever there is a need. For example, we have worked closely 
with State agencies and industry to develop a standard set of WIC EBT 
Operating Rules and a Technical Implementation Guide, which mirror the Quest 
EBT Operating Rules successfully in use by SNAP EBT State agencies. 

Benefitting from efforts from current EBT State agencies, the WIC EBT 
Operating Rules establish national standards for State implementations and 
impact operations for State agencies, food vendors, electronic cash register 
software companies and EBT providers. We have also developed a Universal 
Interface technical guide enabling WIC State agencies to implement standard 
processes that can allow EBT systems to be implemented faster and for less 
cost. All of these standardization efforts are built upon the best practices 
of the State agencies that now operate WIC EBT statewide. 

WIC Management Information Systems (MIS) Funding 

Mr. Aderholt: Please provide the amount of funds spent on WIC MIS in 
total, as well as by state and territory. Provide data for fiscal years 2009 
through estimated 2014. 

Response: The total amount spent on WIC MIS from fiscal year 2009 

through fiscal year 2012 is $153,888,744. Estimated spending for technology 
projects (MIS and EBT) in 2013 and 2014 will be $30 million each fiscal year 
if funds are appropriated by Congress for this purpose. No funds were 
appropriated for WIC MIS in fiscal year 2012, but FNS recovered FY 2011 funds 
that were awarded to other State agencies. Priority for ail technology 
funding will be based on WIC State agencies with existing MIS projects and 
other technology initiatives such as EBT; funding awards will be based on 
approved project budgets and timelines to ensure critical investments in 
technology are preserved. 

The information is provided for the record. 


[The information follows:] 
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WIC state agencies that have received WIC technology funds for MIS activitie 


State Agency 

FY 2009* 
MIS Funding 

FY 2010 
MIS Funding 

FY 2011 
MIS Funding 

FY 2012 
MIS Funding 

FY2013 

MIS 

fiinding 

Northeast Region 






Connecticut 

$ 391,270 

$0 

$0 

$1,517,908 

SO 

Maine 

$ 1 , 484,356 

$0 

$0 


$0 

Massachusetts 

$ 909,000 

$0 

$0 


$0 

New York 

$ 5 , 092,278 

$0 

$0 


$0 

Rhode Island 

$ 147,488 

$0 

$0 


$0 

Vermont 

$ 410,215 

$0 

$0 

$ 565,322 


Mrd-Atlantic ' 
Renton 






Delaware 

$5,6o'o,ooo 

$0 

$ 0 " 


Su 

Dist. Of 

Columbia 

$ 282,421 

$0 

$0 


$0 

New Jersey 

$ 1 , 349, 414 

$0 

$0 


$0 

Pennsylvania 

$ 756, 167 

$0 

$0 


$0 

Puerto Rico 

$ 421,250 

$0 

$0 


$0 

. ?!■ r 



.... 


, 

Florida 

$ 3 , 874,445 

$0 

$0 




$ 17 , 276,448 

$0 



wj 

Tennessee 

$ 481,720 

$0 

$0 









Illinois 


$0 

$0 


$0 

Minnesota 

$ 2 , 935,346 

$0 

$0 


$0 


$ 401,800 


$0 


$0 







Arkansas 

$ 400,433 


$0 


$0 

Chickasaw, OK 

$ 2 , 920,091 


$0 

$ 1 , 098,260 

$0 

Louisiana 

$ 576,302 

$0 

$0 


$0 

New Mexico 


$0 

$0 


so 

Texas 

$ 10 , 826,705 

$ 28 , 802,826 

$ 4 , 967,304 


$0 







Colorado 


h , ■ 512,693 

■amfiwi 


$0 

Kansas 


$ 460, 091 

$0 

$ 844,912 

$0 

Missouri 


$ 93,009 

$0 


$0 

Montana 

$ 426,000 

^■nmm 

$0 


$0 

Nebraska 

$ 182,700 

$0 

$0 


$0 

North Dakota 

$ 68, 975 

$0 

$0 


$0 

South Dakota 

$ 1 , 907,672 

$0 

$0 

$ 1 , 261, 671 

so 

Standing Rock 

$0 

$0 



$0 

Utah 

$ 206,000 

$0 

$0 

jHHHHHH 


WesteJrn Regtdn 




iMiiiiiiiMi 

MMl— 1 

Alaska 

$ 2 , 487,150 


$0 


$0 

Arizona 

$ 2 , 952,662 


$0 


$0 

California 

$ 4 , 405, 661 

$0 

$0 


$0 

Hawaii 

$ 250,000 

$0 

$0 


so 

Idaho 

$ 2 , 556,978 

$ 55,608 

$ 34,154 


$0 

Oregon 

$ 223,800 

$0 

$0 


$0 

TOTAL 

$87,909,434 

$36,685,175 

$19,985,516 

$9,308,619 

$0 


'"Funds were awarded through the American Recovery and Reinvestment Act of 2009. 














167 


Mr. Aderholt: Please provide the amount of funds spent on WIC EBT in 
total, as well as by state and territory. Provide data for fiscal years 2009 
through estimated 2014. 

Response: The information is provided for the record. 

[The information follows:] 

This table provides the amount of funds spent on WIC EBT from fiscal 
year 2009 through fiscal year 2012. The table shows which WIC State agencies 
received funding for planning activities and those that received funding for 
implementation activities. No funds were appropriated for WIC EBT in fiscal 
year 2012. 

If technology funds are available in fiscal year 2013, WIC State 
agencies with existing EBT projects will receive funding based on approved 
project budgets and timelines. Additionally, many State agencies that put a 
hold o.n their projects in fiscal year 2012 due to lack of funding will be 
able to proceed with their EBT planning and implementation efforts. 
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rv 

2009 

py 2010 

FY 

2011 

FY 

2012 

state Agency 

Planning 





Ii^lem. 

Planning 

Ingslem. 











so 

SO 

SO 

5b34, 705 




$0 


so 

$1,495,887 

SO 

576, 49-1 




30 

$0 

so 

$0 

SO 

$0 


50 

- , 

SO 

$1,0^5,000 

so 

SO 

so 


SO 



SO 

SO 

so 

$1,725,188 

so 

SO 

SC 


- , 

$0 

3950,000 

so 

$0 

$0 


so 

.. 0 .' 


$0 

SO 

so 

SO 

S58.500 





$0 


so 

$3,221,075 



$359,600 

$483,125 


■ 





.■■ ■ 




i, ,rt 

SU 

so 

so 

$0 

so 


so 


SO 

50 

5388,897 

so 

so 

so 

SO 

SO 

OBsamm 



so 

so 

sc 

so 

50 

50 


‘ . 9 

SO 

$0 

so 

$0 

SSB9, 383 

SO 

SO 

f.... J 1 

30 

$0 

SO 

so 


SC 

so 

SO 


$0 

SO 

$0 

so 

$316,997 

$0 

$0 

SO 


SO 


SO 

$150,378 

$0 

$407,200 

so 

so 

REGlCaiAL TOTAL 

$1,039,065 

$644,035 

$380,897 

$150,378 

$687,488 

$996,583 

$0 

$0 

WECTP»» .f..-:: 









Axasfca 

SO 

SU 

$0 

$133,089 


$0 

$.50,000 

so 

Ari;r.ona 

SO 

$0 

$0 

$0 


so 

SO 

$0 

IB&EB39H1 

so 

50 


SO 

so 

so 

$0 

so 


so 


so 

so 

so 

so 

$0 

so 

O.i:egon 

3167,850 

so 

$0 

SO 

so 

$1,659,832 

$0 

$775,756 

Wash.inqton 

$0 

so 

IliyQSyi^ 


so 

SO 

so 

SO 

REGIONAL TOTAL 

$167,850 

$1,500,000 

$1,129,649 

$1,102,659 

$878,963 

$1,659,832 

$50,000 

$775,756 
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[•Funds were awarded through the American Recovery and Reinvestment Act of 2009. 

••Pennsyivania was awarded $5,363,155 for their FY-ll Implementation grant but $5,266,020 was recovered and reallocated to other 6BT or MIS technology 
projects; i.e, a portion of the funding we carried over to FY 2012. 


Mr. Aderholt: Please p^rovide an explanation as to the difference 
between funds designated for MIS projects and. funds designated for EBT 
proj ects . 

Response: WIC State agencies typically utilize two computer systems 
when providing participants with electronic access to program benefits. The 
two systems, the certification system or management information system (MIS) 
and the .Electronic Benefit Transfer (EBT) system, are highly interdependent 
but together support the State's ability to convert benefit delivery to an 
EBT process. B'or budgetary purposes, FNS combines MIS and EBT funding needs 
under the title "Management Information Systems." This allows FNS 
flexibility in funding WIC State agency MIS and EBT efforts based on current 
project status and funding needs of the state. 

WIC State agency MIS are used by WIC staff working directly with 
recipients at local agencies and clinics to record information necessary for 
enrollment and participant certification. FNS has developed a standard set of 
functional requirements for MIS to include: participant certification, 
nutrition education, food benefit issuance, food benefit redemption and 
settlement, financial management, caseload roanagem.ent, operations management, 
vendor management, scheduling, and reporting. As these systems are quite 
complex and must support EBT, many current systems must be upgraded or 
replaced at significant cost. 
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EBT systems permit electronic access to WIC Program food benefits and 
interface with a State agency's MIS. Typical system implementation costs 
include initial software and programming costs, equipment and card costs, and 
contractor and staffing costs. 


Mr. Aderholt: Please provide an explanation of the benefits provided to 
USDA and the States in implementing EBT systems. 

Response: Electronic benefit transfer (EBT) is widely recognized as the 
optimal method of food benefit delivery, allowing WIC participants to shop 
with confidence, more convenience, and reduced stigma at the checkout lane. 
This improved client service is coupled with more efficient and accurate 
vendor operations and payments, thereby helping to reduce fraud and imiprcve 
Program integrity. EBT systems allow for greater fiscal control and oversight 
not possible in a paper based check or voucher system. 

Specific examples of the benefits to USDA and WIC State agencies in 
implementing EBT systems include: 

Ensures participant receives only their prescribed foods 
Simplifies enforcement of Federal cost containment requirements 
Provides data on type and amount of foods purchased 
Facilitates accurate rebate billing on infant formula purchased 
Ensures that retailer claims no more than shelf price for 
reimbursement 
Secure transaction 
Timely and. accurate claims 

Streamlines and improves vendor compliance and monitoring activities 
Reduces forgery and fraud opportunities 

Improves administrative efficiencies through data rich EBT activity 
reports 

Increases accountability and reduces paperwork 

Numerous other benefits of EBT are realized by WIC vendors, to include 
many of the same benefits outlined above. These include, but are not limited 
to : 

Participant purchases only WIC authorized foods 
Reduces cashier error and need for training 
Secure transaction 

Timeiy/f aster claims and settlement 
Numerous activity reports for WIC EBT 

Streamlines processing and paym^ent operations by eliminating paper 
food instruments 

National standards for retailer transaction processing 


Mr. Aderholt: Does FNS allow States to spend NSA funds on WIC EBT 
and/or MIS? If not, Why? If so, which states used NSA funds to support these 
efforts In fiscal year 2012 and at what levels? 

Response: FNS does allow States to spend their NSA funds for EBT and 
MIS. NSA funding is used for a variety of activities, with miany competing 
priorities. Within their NSA budgets. State agencies must pay for critical 
.L'jnctions and requirements of the Program, such as nutritional risk and 
eligibility assessment of applicants, nutrition education activities, 
breastfeeding promotion and support, general administration expenses, 
salaries, screening and referrals to other health and social services, and 
authorization, training and monitoring of stores (vendors) to accept WIC food 
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instruments. Due to these competing program requirements, for most State 
agencies, NSA funding is unavailable for E3T system development and 
implementation. State agencies currently report operations and maintenance 
costs supported with NSA funding. However, we do not currently collect State 
agencies' system development costs supported by NSA funding. 


WIC Program Information 

Mr. Aderhoit: What is USDA's latest estimate of WIC participation for 
fiscal years 2013 and 2014? Please provide specific information on estimates 
of food inflation and birth rates for both years. 

Response: FNS monitors birth rate data collected and published by the 

CDC's National Center for Health Statistics (NCHS) . The most recent NCHS 
data indicates that the rate of decline in births, a trend that began in 
2008 , slowed significantly in 2011 and continued to slow into 2012 . Neither 
NCHS nor FNS forecast future birth rates. However, the recent flattening 
trend in the birth data is one of the factors that FNS used in its projection 
of no growth in overall WIC participation through FY 2014. 

The President's budget projects WIC food inflation of 3.16 percent in 
FY 2013 based on estimates provided by the USDA Economic Research Service. 
Food inflation in FY 2014 is expected to be 2.20 percent. 

These estimates were based on the data current at the time the request 
was prepared. FNS continues to monitor program performance, including 
participation and food costs. FNS will keep the committee informed as these 
estimates are revised as part of the irddsession update process. 


Mr. Aderhoit; What have been the carryout resources for the last five 
year? Please list and list separately contingency funds. What is the 
percentage amount of this carryout? 

Response: The information is provided for the record. 

[The information follows;] 

WIC Program's actual carryout and contingency funds for FYs 2008 through 
2011, and estimated carryout (*) for FY 2012 


FY 

Appropriation^ 

Unspent 

Recoverable 

Funds 

SNA? 

Carryout 

Total 

Carryout 

% of 
Total ; 

Contingency 

Carryout 

2008 

$6, 170,000,000 

$208,305, 558 

$20,969,414 

$229,274, 972 

3.7% : 

0 

2009 

7, 360, COO, 000 

524,177, 171 

0 

524,177,171 

7.6% j 

$125,000, 000 

201.0 

7,252,000,000 

535,836,725 

0 

535,836,725 

7.4% 

125,000,000 

20.11 

6, 734,026, 956 

157,190,323 

0 

157,190,323 : 

2.3% : 

o 

o 

o 

2012*- 

7, 018, 497, 000 

371, 440,759 

31,744,781 

403,185,540 

3.7% : 

1 125,000,000 1 


'fy 2008 includes S150 million of SNAP transfer funds, FY 2009 includes $38,173,022 of 
ARRA funds and excludes $100 million of WIC MIS ARRA funds, and FY 2012 includes $400 
million of SNAP transfer funds. 
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Mr. Aderholt: What is your current estimate of the number and 
proportion of WIC vendors who overcharge/undercharge and how much does it 
cost the program? 

Response: The most recent WIC Vendor Management Study, published in 

2005, found that in a national sample of covert compliance buys in 2005, 3.5 
percent of the authorized wIC vendors overcharged and 4 . 6 percent 
undercharged. The percent of vendors overcharging is down from 9.9 percent 
in 1991 and 7.0 percent in 1998. USDA expects to release the latest study in 
this series, with the result of compliance buys conducted in 2012, in fail 
2013. 

The cost of improper payments to WIC vendors is reported annually in 
the USDA Agency Financial Report. In the report for 2012, we estimate that 
WIC improper payments to vendors totaled $56 million. 


Mr. Aderholt: Please provide the Committee with tables showing the 
status of state agency contracts for rebates on infant formula and other 
contracts for food. Also provide an estimate of how many participants are 
supported with these specific rebates. 

Response: The information is submitted for the record. See attached 

chart for infant formula rebates. 


[The information follows:] 


Fiscal Year 

Rebate Savings 

Number of Participants 
Supported with Rebates 

2001 

$1, 474,666, 183 

1, 926, 158 

2002 

1,477,282,664 

1, 910,708 

2003 

1, 51.9,207,719 

1,897,708 

2004 

1,641,607,266 

2,002, 937 

2005 

1, 709, 770,467 

2,063,316 

2006 

1,774,954,018 

2,118, 999 

2007 

1,906, 036,049 

2, 170, 893 

2008 

2,006,846,780 

2,143, 523 

2009 

1, 937, 479, 495 

2, 112, 441 

2010 

1,692,506,104 

1, 901, 166 

2011 

1, 314, 103,382* 

1,419, 407* 

2012 

1, 688,311,046 

o 

o 

o 

o 

CM 

CD 

2013** 

1,747,364,023 

O 

O 

o 


"Reflects one time Healthy, Ku.nger-Free Kids Act of 2010 change to rebate accounting practices. 
Effective October 1, 2011, rebate payments are reported in month received rather than in the 
month paym.ents were earned. 

’"Preliminary anticipated savings 
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Net 







Wholesale 







Cost 


BHB 






Abbott Nut. 

S14.33 

$12.45 

$1.93 

4 . _ 

.1 1 ) li- 

California 

Mead Johnson 

$14.38 

$12.20 

$2. IS 

-1 


California (soy5 

Mead Johnson 

$15.85 

$14.57 

$1.28 

i. 

1 ^ •- 


Mean Johnson 

$13.89 

$12-&1 

S i . 2 S 

i 0 

/■'-'-.U J 

Florida 

Gerber 

$14.00 

$12.97 

.O .i 


1 ^ -V U 

Florida (soy) 

Gerber 

$14.49 

$13.46 

$1.03 


i '.L -.1 14 

<j i 

Gerber 

$14.00 

$12.85 

31,15 

c . 

7/^U '■1 

! 1 i ■•in;;; 

Meaa Johnson 

$14.38 

$13.40 

SO. 98 


3] Hr 

( ivn ; -•in.-i 

Gerber 

$14.00 

$12.91 

$1-09 

l2,7 oz. 

V i 

Kentucky 

Gerber 

$14.00 

$12.83 

$1.17 

12.7 02. 

r t 514 

i.o' i 1 s 1 

Meao Johnson 

$14.38 

$13.51 

$0.87 

~ c, ,, 

G ' 5 " 

Micfi . udi; 

Mead Johnson 

$14.38 

$13.24 

$1.15 

12 02 

.r '31/:i.‘ 

MiSSlSSipDl 

Abbott Nut. 

$il. 94/case 


$1.99 

12.4 02. 


New Jersey 

Meaa Johnson 

$14.38 

$13.47 

$0.91 

12.5 oz. 

s, 1 V- r 

New York 

Meaa Johnson 

$14.38 

$12.93 

$1.45 

12.5 02. 

e/ 0/2J-- 

New iotk !scy) 

Mead Johnson 

$15.85 

$14.65 

$1.20 

12.9 02. 

t/5C'70 - 

North Dakota 

Gerber 

$14.00 

$11.24 

$2.76 

12.7 02. 

6/30/2013 

Ohio 

Abbott Nut. 

$14.38 

$13.07 

$1.32 

12. OZ. 

9/30/2014 

Pennsyivania 

Gerber 

$14.00 

$12.44 

$1.56 

12.7 oz. 

9/30/2013 

t-uerto RiCO 

Gerber 

$11.39 

$9.37 

$2.02 

12.7 02. 

9/30/2017 

South Carolina 

Gerber 

$14.00 

$12.43 

$1.57 

12.7 oz. 

3/31/2014 

Tennessee 

Gerber 

$14.00 

$12.50 

$1.50 

12.7 oz. 

6/30/2013 

Vermont 

Abbott -Nut. 

$14.00 


$4.40 

12.4 oz. 

9/30/2013 

Virginia 

Abbott Nut. 

$14.38 

$13.03 

$1.35 

12.4 oz. 

6/30/2014 

Wisconsin 

Gerber 

$14.00 

$12,22 

$1.78 

12.7 oz. 

12/31/2013 

Multi-State Contracts 






Missouri 

Mead Johnson 

$14.38 

$12.70 

$1.68 

12.5 02. 

9/30/2013 

Nebraska 

Mead Johnson 

$14.38 

$12.70 

$1.68 

12.5 02. 

9/30/2013 

South Dakota 

Mead Johnson 

$14.38 

$12.70 

$1.68 

12.5 oz. 

9/30/2013 

Hew England euid Tribal Orgeurizations (HEATO) 

(7 State Agencies) 


Connecticut 

Mead Johnson 

$14.38 

$13.11 

$1.27 

12.5 02. 

9/30/2014 

Maine 

Mead Johnson 

$14.38 

$13.11 

$1.27 

12.5 02. 

9/30/2014 

Massachusetts 

Mead Johnson 

$14.38 

$13.11 

$1.27 

12.5 02. 

9/30/2014 

New Hampshire 

Mead Johnson 

$14.38 

$13.11 

$1.27 

12.5 02. 

9/30/2014 

Rhode Island 

Mead Johnson 

■■■HiiKSI 

$13.11 

$1.27 

12.5 02. 

9/30/2014 

Cherokee, OK 

Mead Johnson 


$13.11 

$1.27 

12.5 02. 

9/30/2014 

Seneca. Nat . , NY 

Mead Johnson 


$13.11 

$1.27 

12.5 02. 

9/30/2014 

Southwest Region (6 State Agenatesl 

Oklahoma 

Gerber 

$14.00 

$11.93 

$2.07 

12.7 02. 

9/30/2013 

0 Northern, NK 

Gerber 

$14.00 

$11.93 

o 

12.7 02. 

9/30/2013 

Chickasaw, OK 

Gerber 

$14.00 

$11.93 

$2.07 

12.7 02. 

9/30/2013 

Muscogee-OK 

Gerber 

$14.00 

$11.93 

$2.07 

12.7 os. 

i'.' .■ , ■ 

Otoe-OK 

Gerber 

$14.00 

$11.93 

$2.07 

12.7 oz. 

9/30/2013 

WCD-OK 

Gerber 

$14.00 

$11.93 

$2.07 

12.7 0.-.. 

9/30/2013 


Southwest/Southeast Region 

(3 State Agencies} 



Milk-Based Infant Formula 

Arkansas 

Gerber 

$14.00 

$13.76 

$0.24 

12.7 oz. 

9/30/2015 

New Mexico 

Gerber 

$14.00 

$13.76 

30.24 

12.7 02 . 

9/30/2015 

North Carolina 

Gerber 

$14.00 

$13.76 

$0.24 

12.7 oz. 

9/30/2015 

Soy-Based Infant Formula 

Arkansas 

Gerber 

$14.49 

$13.17 

$1.32 

12.3 02 . 

9/30/2015 

New Mexico 

Gerber 

$14.49 

$13.17 

$1.32 

1.2.9 02. 

9/30/2015 

North Carolina 

Gerber 

$14.49 

$13.17 

$1.32 

12.9 02. 

9/30/2015 
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Rebate Contracts for 

Infant Formula 



Stale 

Manufacturer 

Wholesale 

Rebate 

Ner 

Unit 

Expiration 

Agency 


Price 


Wholesale 

Size 

Date 





Cost 



Southwest/Mountain 

Plains/Midwest Regions (4 State Agencies) 


Milk-Based Infant Formula 

Iowa 

Abbott Nut. 

$14.38 

$13.95 

$0.43 

13.4 oz. 

J ' M 

Mi nnesotci 

Abbott Nut. 

$14.38 

$13.95 

$0.43 

12.4 nz. 

'1 3‘ " !." 

Texas 

Abbott Nut. 

$14.38 

$13.95 

$0.43 

1 2 . ‘i cj z . 

M J- 01'^ 

Choctaw-Cjf'. 

Abbott Nut. 

$14.38 

$13.95 

$0.43 

.2 . , ^ . 

H ' 1 J/, 

Soy-Based Infant formula 

iowa 

Gerber 

$14.49 

$13.76 

$0.73 

12.9 oz. 

'w.-u/Ii’ln 

Minnesota 

Gerbe r 

$14.49 

$13.76 

$0.73 

1 '.o 

a, _i i 

re.'':.;.) 

Gerber 

$14.49 

$13.76 

$0.73 

12.9 oz. 


Choctaw-OK 

Gerber 

$14.49 

$13.76 

$0.73 

j. 2 . 9 oz . 

-/lO'Ji 1 

Western States Contracting AllieUice (WSCA) (22 State Agencies) 

Milk-Based Infant Formula 


AODCtt Nut. 

$14.38 

$13.75 

$0.63 

12.4 cz . 


Am. Sarr.oa 

AoDott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz . 

9/30/2015 

Arizona 

AODOtt Nut. 

$14.58 

$13.75 

$0.63 

1 2 . <4 0 2. 

9/3 ^ 2015 

i. 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Delaware 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12,4 oz. 

9/30/2015 

Guam 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Hawaii 

Abbott Nut. 

$14.38 

$13.75 

$0 . 63 

12.4 oz. 

9/30/2015 

Idano 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Kansas 

Abbott Nut . 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Maryland 

Abbott Nut. 

$14.38 

$13.75 

SC. 63 

12.4 oz. 

9/3C/2015 

Montana 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 02. 

9/30/2015 

Nevada 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Oregon 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 02. 

9/30/2015 

Utah 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Virgin Islands 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Washington 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

Wash., D.C. 

Abbott Nut. 

S14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

West Virginia 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 02. 

9/30/2015 

Wyoming 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 

9/30/2015 

iTC/AZ 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 oz. 


ITC/NV 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

12.4 02. 


Navaio, AZ 

Abbott Nut. 

$14.38 

$13.75 

$0.63 

.‘i oz . 

9/30/2015 

Western States Contracting Alliance (WSCA) (22 State Agencies^ 

Soy-Based Infant Formula 

Alaska 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 oz. 

9/30/2015 

Am. Samoa 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 02 . 

9/30/2015 

Arizona 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 oz. 

9/30/2015 

CNMI 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 02. 

9/30/2015 

Delaware 

Mead Johnson 

$15.85 

314.41 

$1.44 

12.9 oz. 

9/30/2015 

Guam 

Mead Johnson 

$15.85 

$14.41 

$1 . 44 

12.9 oz. 

:oi5 

Hawaii 

Mead Johnson 

$15.85 

$24.41 

$1.44 

12.9 oz . 

9/30/2015 

Idaho 

Mead Johnson 

$15-85 

$14.41 

$1 . 44 

12.9 oz. 

9/30/2015 

Kansas 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 oz. 

9/30/2015 

Maryland 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 oz. 

9/30/2015 

Montana 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12 .9 oz . 

9/30/2015 

Nevada 

Mend Johnson 

$15.85 

$14.41 

$1.44 

12.9 02. 

9/30/2015 

Oregon 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 02. 

9/30/2015 

Utah 

Mead Jonnson 

$15.85 

$14.41 

$1.44 

12.9 oz . 

9/30/2015 

Virgin Isianas 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 02. 

9/30/2015 

Washington 

Mead vichnson 

$15.85 

$14.41 

$1.44 

12.9 02. 

9/30/2015 

wash.. U.C. 

Mead Johnson 

$15.85 

$14.41 

S i . 4 4 

12.9 02. 

9/30/2015 

west Virginia 

Mead Johnson 

$15.85 

$14.41 

$1.44 

12.9 02. 

9/30/2015 




174 




Manufacturer 



Net 



Aqency 




Wholesale 







Cost 



Western States Contracting Afllance <WSCA) (22 State Agencies) 


Wyoming 

Mead -Johnson 

$15.85 

$14.41 

$1 11 




Mead Johnson 

$15.85 

$14.41 

$1 u 



ITC/NV 

Mead Johnson 

$15.85 

$14.41 

$1.44 



Nava'o, AZ 

Mead Johnson 

$15.85 

$14.41 

$1.44 


9/in/ 



Cheyenne, SD 

Abbott Nut. 

$14.38 

$9.24 

$5.14 

12.4 0-. 

^*/30/20n 

Potav/atomi -OK 

Mead Johnson 

$14.38 

$10.77 

. bl 



Rosebud, SD 

Abbott Nut. 

$14.38 

$9.30 

$5 . u8 

So.bV 



Stand. Rok-ND 

Abbott Nut. 

$14.38 

$8.73 




Note: All contracts are for milk-based powdered infant formula, unless otherwise noted. 
Mississippi operates a direct distribution system and Vermont operates a nome ueixvei'y systeiu- 
-boLh purchase formula directly from manufacturer. 


Rebates Contracts for Food(s) Other than Infant Formula 

State Agency 

Food Type 

Rebate 

Company 

Expiration Date 

CT/ME/MA/NH/R 

I 

Infant 

Fruit/Veg . 

Infant Meat 
Infant Cereal 

$C.037/oz, 

$0.059/oz. 

$0.069/oz. 

Beechnut 

09/30/2013 

DE/DC/MD/NJ 

PA, VA/WV 

infant Cereal 

$0 . 172/oz . 

Gerber 

06/30/2015 

IN/OH/WI 

Infant 

Fruit/Veg. / 

Meat 

$0,055/02. 

Beechnut 

12/31/2013 

OH/WI 

Infant Cereal 



12/31/2013 

New York 

Infant Cereal 

$1 .24/802. 

Gerber 

01/31/2014 

Texas 




09/30/2013 


Mr. Aderholt: Using the latest data available, how many ineligible 
participants are enrolled in the WIC program, and what is the cost to the 
program to serve these ineligible participants? 

Response: USDA's National Survey of WIC Participants-II (NSWP-II), 
published in April 2012, found that 3.05 percent of WIC participants were 
improperly certified for benefits in FY 2009, roughly 280,000 of the 9.1 
million WIC participants in that year. The NSWP-II estimated a corresponding 
dollar error rate of 2.98 percent, about $130 million in FY 2009. 


Mr. Aderholt: What was the cost for infant formula at the time the 
infant formula rebate program began? What is the cost now? 

Response: It is estimated that in fiscal year 1988 infant formula 

costs to the WIC Program were $597 million before rebate savings. Post- 
rebate infant formula costs were approximately $563 million, for a total 
savings of about $34 million. The pre-rebate cost of infant formula in 
fiscal year 2005 (the latest estimate} was approximately $2.3 billion with a 
post-rebate cost of $628 million, saving the program approximately $1.7 
billion . 
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Another way to look at the cost is to compare an infant's pre-rebate 
monthly food package cost to its post-rebate cost. For fiscal, year 2005, the 
average monthly food package cost for an infant was $97.86; however, after 
rebates are applied, this cost drops to $25.52 per month. 

USDA expects to publish FY 2010 estimates of the cost of infant 
formula, before and after manufacturer rebates, later this year. 


Mr. Aderholt: Please provide a table showing what is required to be 
spent nationally on nutrition education to include fiscal years 2009 through 
2012 and estimated for fiscal years 2013 and 2014. What is the difference 
between the required expenditure vs. the actual? Is the requirement in law? 
Please cite the authority. 

Response: Section 17(h) (3) (A) (i) of the Child Nutrition Act (CNA) of 

1966 (42 U.S.C. 1786) and implementing regulations at 7 CFR 246.14(c) require 
each WIC State agency to spend at least one-sixth of its expenditures for 
nutrition services and administration (NSA) costs on nutrition education. 

The required minimum expenditure for nutrition education activities is 
therefore calculated by dividing total NSA expenditures by six. The actual 
nutrition education expenditure is the amount reported by State agencies for 
nutrition education activities. The actual expenditures for fiscal years 2013 
and 2014 are not available. 

In addition to educating WIC participants and their caretakers on 
topics such as nutrition during pregnancy and the proper introduction of 
solid foods in infancy, the nutrition education costs include nutrition 
counseling for high risk participants, equipment and materials for nutrition 
education, interpreter or translator services to facilitate nutrition 
education, and continuing education for WIC nutrition professionals. 

The information is submitted for the record. 

[The information follows;] 


ESTIMATED MINIMUM NUTRITION EDUCATION EXPENDITURE REQUIREMENT 

Fiscal Year 

Required Expenditure 

Actual Expenditure 

2009 

$297, 988, 448 

$401, 023, 893 

2010 

$318, 431,731 

$420, 222,765 

2011 

$327,235,978 

$445, 919, 902 

2012 

$313,759, 155 

$405,895, 658 

2013 (Estimate) 

$309, 344,252 

Not Available 


Mr. Aderholt: For the record, please explain how States utilize their 
spend forward funds. What types of activities are paid for with these funds? 
When FNS reallocates the unspent recoverable funds to the WIC state agencies, 
how are these funds being utilized? 

Response: By statiate and regulation all WIC State agencies are 

authorized to spend forward into the following fiscal year unspent nutrition 
services and administration funds in an amount equal to three percent of 
their total grant. The authority to spend forward funds into the following 
year allows .State agencies to maintain a small percentage of their unspent 
funds so they can budget to have sufficient funds to complete activities 
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Started in any given year. This authority is particularly important to allow 
State agencies sufficient time and funding to complete lengthy procurement 
processes and award contracts for capital expenditures and technical computer 
services. State agencies also use their spend forward funds to maintain 
participant benefits during long continuing resolutions. The funds are used 
for allowable costs including program management, client services, nutrition 
education and breastfeeding promotion and support. With approval, WIC State 
agencies may spend forward an additional H of 1 percent for Management 
Information Systems (MIS) development costs. Spend forward funds are 
retained at the State agency level. 

Unspent recoverable funds are those unspent funds that are returned to 
the Department after the close of the fiscal year. These recovered funds are 
reallocated to WIC State agencies the following fiscal year through a funding 
formula prescribed in program regulations. These funds are used for 
allowable food and nutrition services and administration costs. 


Mr. Aderhol 

t : For the record, 

, provide the 

Committee with a t 

able 

showing a breakout of WIC spendforward, by state, 

. to include fiscal 

years 

2009 through 2012 





Response : 

The information is 

provided for 

the record. 


[The information 

follows : ] 





FY 2009 

FY 2010 

FY 2011 

FY 2012 


NSA 

NSA 

NSA 

NSA 

STATE AGENCY 

SPENDFORWARD 

SPENDFORWARD 

SPENDFORWARD 

SPENDFORWARD 

NERO 





CONNECTICUT 

$917,880 

$1,411,612 

$842, 966 

$360,423 

MAINE 

580,977 

667,319 

679,026 

511,496 

MASSACHUSETTS 

3,295,338 

3,222,075 

3, 192,722 

3,130,393 

N HAMPSHIRE, 

265,448 

191, 656 

211,451 

329,764 

NEW YORE 

0 

13,150,186 

13, 936,025 

13,987,144 

RHODE ISLAND 

721,960 

720, 150 

733,000 

708,865 

VERMONT 

10, 604 

69,405 

79,793 

14,501 

INDIAN TWNSHP 

0 

0 

0 

0 

P. POINT 

0 

0 

3,248 

0 

SENECA NATION 

0 

0 

2,499 

3,574 

SUBTOTAL 

5,782,197 

19,432,403 

19,680,729 

19,046,160 

MARO 





DELAWARE 

465,205 

496, 103 

531,409 

496, 103 

DIST OF COL 

611,007 

531,752 

222, 647 

60,862 

MARYLAND 

2,936, 531 

2,153,769 

3,076,202 

3, 360, 74.5 

NEW JERSEY 

4,554,114 

4,995, 615 

4, 313, 087 

4,500,050 

PENNSYLVANIA 

7,224,624 

7,038,738 

7, 611, 650 

7, 619,787 

PUERTO RICO 

2, 635, 953 

5,830,595 

5,740,208 

3,057,818 

VIRGINIA 

4,005,013 

3,736,618 

3, 659,197 

3,584,383 

VIRGIN ISLANDS 

245, 602 

61,000 

20, 193 

158,947 

W VIRGINIA 

1,428,100 

1,431,016 

1,389, 929 

1, 368, 152 

SUBTOTAL 

24,106,149 

26,275,206 

26,564,522 

24,206,847 
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SERO 

ALABAMA 

• 3,043,197 

1,818, 906 

1,375, 516 

3,596, 935 

FLORIDA 

11,356,089 

11,557,839 

0 

2,242,273 

GEORGIA 

1,517,741 

8,431,825 

6, 103,259 

9,009, 227 

KENTUCKY 

3,851,601 

3,469,804 

3,507,419 

3,202,643 

MISSISSIPPI 

3,445,995 

2,969, 582 

3,200, 552 

3, 086, 763 

N CAROLINA 

6, 523, 493 

7,164,708 

7,171,017 

7, 175, 979 

S CAROLINA 

458,424 

2,710,389 

1,336, 432 

1, 123, 975 

TENNESSEE 

0 

1,025,709 

3,784,503 

3,852,150 

CHOCTAW MS 

25,245 

26, 678 

25,867 

27, 907 

E CHEROKEE 

20, 185 

20,723 

21,084 

23,862 

SUBTOTAL 

30,241,970 

39, 196, 163 

26, 525, 649 

33,341,714 

MWRO 

ILLINOIS 

7,013,080 

6,096,639 

7,275,410 

6, 939, 320 

INDIANA 

3, 706, 436 

3,774,509 

3,658,503 

3,832,807 

MICHIGAN 

6,246,907 

7,621,859 

6, 799, 783 

5,752,296 

MINNESOTA 

3,268,882 

3,193,325 

3,173, 053 

3, 099, 745 

OHIO 

6,292,407 

6,020,316 

4,942, 110 

5,573,095 

WISCONSIN 

2, 948,320 

3,444,169 

3,517,047 

2,943,646 

SUBTOTAL 

29,476, 032 

30,150,817 

29, 365, 906 

28,140,909 

SWRO 

ARKANSAS 

9,225 

840, 126 

90,642 

0 

LOUISIANA 

1,847,420 

4,045,800 

4, 418, 156 

4,422,699 

NEW MEXICO 

979,406 

1,377,953 

1,366,007 

1,551,345 

OKLAHOMA 

100,000 

0 

0 

1,370,000 

TEXAS 

16,122,047 

19,023,719 

21,525,323 

20,933,296 

ACL 

20,049 

3, 925 

18,766 

0 

8N PUEBLO 

660 

11,417 

11, 848 

16,098 

ISLETA 

14,831 

4,090 

0 

12, 401 

SANTO DOMINGO 

11,345 

11,643 

10,863 

0 

5 SANDOVAL 

13,745 

10, 918 

16,099 

17, 971 

SAN FELIPE 

495 

0 

0 

8, 606 

WCD 

127,149 

84,776 

4,580 

112,352 

CHOCTAW OK 

134,341 

131,754 

64,043 

122,396 

CHEROKEE OK 

230,243 

98,527 

203, 522 

159,087 

CHICKASAW 

158,005 

151,808 

132,957 

134,683 

OTOE-MISSOURIA 

33,414 

25,571 

20, 144 

0 

POTAWATOMI 

25,497 

25, 497 

25, 497 

25,497 

ZUNI 

30, 603 

22,680 

0 

27,725 

ITC 

25,991 

31, 239 

28,844 

28,391 

MUSCOGEE CREEK 

119,106 

102,538 

76, 429 

0 

OSAGE NATION 

89, 660 

74,554 

0 

0 

SUBTOTAL 

20,093,232 

26,078, 535 

28,013,720 

28,942,547 

MPRO 

COLORADO 

1,791,840 

1,392,659 

687,241 

1,001, 511 

IOWA 

1,721,972 

1,839,784 

i, 690, 578 

1,661,209 

KANSAS 

920,835 

1,438,756 

1,868,500 

1, 844,290 

MISSOURI 

3,503,010 

3,501,980 

2, 706, 317 

3, 567, 822 

MONTANA 

324,158 

581,195 

394,375 

585,006 

NEBRASKA 

1,148,576 

1,160,028 

999, 128 

1,165, 710 

N DAKOTA 

339,043 

330, 565 

310,414 

33.5,762 
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S DAKOTA 

537,856 

573,695 

43,216 

1.62, 449 

UTAH 

226,419 

1,105,069 

1,758,996 

1,230, 917 

WYOMING 

256,905 

314,000 

282,045 

307,061 

SHOSHONE 

891 

0 

0 

0 

UTE MTN 

9, 172 

9,308 

8,351 

11, 176 

WINNEBAGO 

11,984 

11,197 

7,040 

12, 138 

CHEYENNE RIVER 

33, 923 

32,866 

3,360 

3,3 60 

ROSEBUD 

23,523 

33,453 

11, 370 

18,514 

STAND ROCK 

50,515 

48,426 

50,630 

0 

3 AFFILIATED 

22,953 

23,441 

21,420 

18,245 

OMAHA 

18,299 

7,927 

19, 657 

17,508 

ARAPAKO 

0 

0 

0 

2,214 

SANTEF: 

8,242 

7,866 

7,158 

6, 855 

SUBTOTAL 

10,950, 116 

12,412,215 

10,869,796 

li, 931,747 

WRO 

ALASKA 

891,555 

366,327 

792,889 

0 

ARIZONA 

4,603,108 

4,403,237 

4,451,211 

4,473,522 

CALIFORNIA 

34,343,244 

37,073,449 

34,904,722 

38,700,054 

GUAM 

303,260 

297,490 

318,791 

310,235 

HAWAII 

1, 117,839 

1,061, 935 

1,115,611 

1,294,100 

IDAHO 

976,372 

1,107,848 

1,091, 970 

914,393 

NEVADA 

2,284,533 

1, 698, 509 

1,651,992 

1,786, 509 

OREGON 

2,414,896 

2,395,485 

2,764,788 

2,842,936 

WASHINGTON 

4,746,538 

5,185,248 

5,137,495 

4,873,605 

ITCN 

41,021 

1,951 

5, 162 

46,510 

NAVAJO NATION 

378,913 

154,766 

108, 989 

7 ]„ , 4 7 9 

ITCA 

132,309 

284,339 

320, 994 

322,775 

AMERICAN SAMOA 

245,963 

257,491 

254,226 

245,536 

N MARIANA 

144,933 

177,282 

175, 371 

169,737 

SUBTOTAL 

52, 624,484 

54,465,357 

53,094,211 

56,051,391 

NATIOKAL 

$173,274,180 

$206,010,696 

$194,114,533 

$201,661,315 


Mr. Aderholt: Provide a table for the record, using the latest data 
available, showing actual obligations in the WIC program for the month of 
sSeptember for fiscal years 2009 through 2012. Please include a column that 
indicates the percentage of the total amount obligated in that particular 
fiscal year. Also, provide an explanation of why September obligations 
represent a higher or lower percentage than the average monthly obligation 
rate . 


Response; The information is provided for the record. 
[The information follows:] 


r'iscal Year 

Actual Obligations for 
the Month of September 
(in thousands)* 

Percent of Total 
Amount Obligated 

2009 

$602, 106 

9.3% 

2010* 

1,074,998 

16.0% 

2011 

1, 177, 661 

16.4% 

2012 

1,013,416 

14.6% 


■*FY 2C1G increases due in part to RRRA MiS, Breastfeeding Promotion, and State MIS. 
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Program costs during the final month of the fiscal year tend to be 
higher than the typical month for several reasons. First, the September 
total includes P’armers Market Nutrition Program (FMNP) and Infrastructure 
funds; other months include only food costs and nutrition services and 
administration costs (NSA) . Second, NSA costs are highest during the final 
month of the year because it contains all NSA payments made beginning 
September through closeout of the fiscal year plus any balance of 
unliquidated obligations remaining at closeout. Many agencies postpone 
certain purchases (such as office equipment) until the end of the year to 
ensure that adequate funds are available for operating expenses. Another 
reason is that the average food cost per person tends to rise during the year 
and program participation often increases during the year. Finally, 
prelirrdnary September data are subject to revision, and these revisions 
usually decrease. 


Mr. Aderholt: Provide a table showing, by state, the final unspent 
recoverable funds for fiscal years 2009 through 2012. 

Response: The information is provided for the record. 

[The information follows: ] 
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STATE AGENCY 

FY 2009 

UNSPENT 

RECOVERABLE 

ELJNDS 

FY 2010 

UNSPENT 

RECOVERABLE 

FUNDS 

FY 2011 

UNSPENT 

RECOVERABLE 

FUNDS 

FY 2012 

UNSPENT 

RECOVERABLE 

FUNDS 

NERO 

CONNECTICUT 

52,969,734 

$4,716,251 

$5,379,692 

SO 

MAINS 

1,374,944 

1,231,513 

629, 159 

865, 056 

MASSACHUSETTS 

6,393,075 

5,608,492 

2,822,034 

4,057,752 

N HAMPSHIRE 

994,515 

1,469,036 

546,706 

396,773 

NEW YORK 

11,002,117 

8,486,182 

605,345 

10,112,719 

RHODE ISLAND 

1,759,873 

901,318 

401,655 

621,366 

VERMONT 

761,567 

941,207 

326,901 

420,247 

INDIAN TWNSHP 

2,273 

16,620 

8,304 

6,012 

P. POINT 

11,563 

24,510 

15,278 

396 

SENECA NATION 

59,515 

35,516 

10,547 

6, 427 

SUBTOTAL 

25,329,176 

23,430,645 

10,745,621 

16,436,748 

MARO 

DELAWARE 

2,358,723 

1,060,898 

1,005,456 

1,145,821 

DIST OS' COL 

1,208,229 

794,402 

332,948 

926, 946 

MARYLAND 

2,528,383 

5,456,048 

0 

3,157,278 

NEW JERSEY 

7,064,442 

10,879,751 

4,495,702 

10.002,662 

PENNSYLVANIA 

19,334,359 

4,776,800 

0 

8,757,858 

PUERTO RICO 

5,926,763 

25,133,777 

10,985,010 

CO 

o 

CO 

o 

VIRGINIA 

23,480,622 

14,656,879 

1,807,860 

4,403,304 

VIRGIN ISLANDS 

309, 125 

921,377 

416,228 

216,818 

W VIRGINIA 

2,773,918 

4,457,667 

374,015 

1,428,611 

SUBTOTAL 

64,984,564 

68,137,599 

19,417,219 

31,848,108 

SERO 

ALABAMA 

15,910,637 

3,317,367 

1,224,883 

3, 522, 131 

FLORIDA 

11,590,786 

36,396,334 

6,799,350 

13, 047, 311 

GEORGIA 

17,681,522 

13,628,955 

0 

19, 636,299 

KENTUCKY 

15,997, 685 

18,563,710 

19,418,288 

17,033,939 

MISSISSIPPI 

2,314,919 

15,147,888 

8,554,392 

7, 930, 705 

N CAROLINA 

25,317,789 

19,484,107 

5,21.0,706 

2,386,423 

S CAROLINA 

8,383,278 

4,104,840 

0 

1,539,231 

TENNESSEE 

22,836,458 

5,257,013 

1,07.1,398 

10,340,652 

CHOCTAW MS 

89,535 

172, 648 

101,311 

90, 161 

E CHEROKEE 

57,802 

94,521 

101,466 

6,354 

SUBTOTAL 

120,180,411 

116,767,383 

42,481,794 

75, 533,206 

Mmo 

ILLINOIS 

9,942,214 

23,951,915 

9,987,917 

12, 946, 392 

INDIANA 

18,679, 616 

22,299,134 

8, 132, 946 

7,039,063 

MICHIGAN 

21,718,883 

15,418,213 

602,279 

9, 586,295 

MINNESOTA 

9,882,878 

7,014,474 

467,220 

6,366,793 

OHIO 

23,549,340 

22,338,055 

972,282 

14,173,428 

WISCONSIN 

4,300,550 

5,713,869 

3,662,894 

5,430,005 

SUBTOTAL 

88,073,481 

96,735,660 

23,825,538 

55, 541, 976 
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STATE AGENCY 

ET 2009 

UNSPENT 

RECOVERABLE 

FUNDS 

FY 2010 

UNSPENT 

RECOVERABLE 

FUNDS 

FY 2011 

UNSPENT 

RECOVERABLE 

FUNDS 

FY 2012 

UNSPENT 

RECOVERABLE 

FUNDS 

SWRO 

ARKANSAS 

5,308,147 

4,361,532 

1, 649, 425 

2,026, 410 

I,OUISIANA 

2,462,381 

8,522,555 

2,676,021 

6, 643,753 

NEW MEXICO 

4,112,425 

7,377,000 

5,719,313 

3,563,485 

OKLAHOI'-IA 

5, 444, 398 

3,784,263 

353, 132 

3,781, 626 

TEXAS 

60,617, 544 

51,261, 690 

25, 108,844 

39,335,226 

ACL 

52, 665 

37,731 

71,280 

32,732 

3N PUEBLO 

114,399 

46, 610 

25, 947 

27,847 

ISLETA 

95,021 

54,508 

333 

12, 691 

SANTO DOMINGO 

3,452 

31,703 

71, 148 

5,113 

5 SANDOVAL 

45,383 

47,397 

45,836 

132,241 

SAN FELIPE 

20,210 

30,962 

79,493 

64, 686 

WCD 

66, 572 

8,238 

0 

117, 549 

CHOCTAW OK 

115, 982 

243,499 

0 

199,419 

CHEROKEE OK 

373,544 

1,175,389 

276, 956 

631,230 

CHICKASAW 

369, 572 

157,249 

105,164 

0 

OTOE-MISSOURIA 

122, 680 

73, 991 

32,348 

21,519 

POTAWATOMI 

677, 983 

292,563 

73,056 

106,379 

ZUNI 

149,740 

77, 945 

43, 658 

24,014 

ITC 

63,299 

213,382 

91,056 

69, 922 

MUSCOGEE CREEK 

395,465 

332,019 

196,833 

349,346 

OSAGE NATION 

508,175 

383, 903 

0 

0 

SUBTOTAL 

81,619,037 

78,514,129 

36, 619,843 

57,145,188 

MPRO 

COLORADO 

5,161,741 

3,758,555 

1,564,955 

4,717,649 

IOWA 

4,164,433 

4,022, 979 

0 

3,825,512 

KANSAS 

3,926, 891 

1,994,938 

354,828 

2,036,733 

MISSOURI 

18,484,855 

9,672,827 

3,501 

6,085,258 

MONTANA 

1,719,634 

1,200,195 

0 

762,079 

NEBRASKA 

2, 944, 344 

2,707,627 

701,387 

1,433, 993 

N DAKOTA 

1,455, 604 

954,227 

639,591 

752,626 

S DAKOTA 

1,898,444 

505,290 

0 

1, 676,423 

UTAH 

5,559,259 

0 

1, 871,993 

2,519,813 

WYOMING 

839,967 

836, 619 

119,801 

317,804 

SHOSHONE 

50, 478 

9, 335 

0 

0 

UTE MTN 

33,061 

9,088 

0 

12,788 

WINNEBAGO 

61,936 

33,533 

18,133 

18,053 

CHEYENNE RIVER 

125, 329 

208,512 

75,086 

25,209 

ROSEBUD 

148, 586 

92,755 

4,017 

6,923 

STAND ROCK 

243,886 

184, 681 

105,580 

0 

3 AFFILIATED 

60, 421 

126, 142 

63,876 

60,586 

OMAHA 

29,730 

53,085 

28,241 

25,027 

ARAPAHO 

98,093 

130,479 

19,416 

27,690 

SANTEE 

14,082 

37,164 

15,942 

1,311 

SUBTOTAL 

47,018,824 

26,438,031 

5, 586, 347 

24,305, 478 
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STATE AGENCY 

WRO 

ALASKA 

ARIZONA 

CALIFORNIA 

GUAM 

HAWAI 1 

IDAHO 

NEVADA 

OREGON 

WASHINGTON 

ITCN 

NAVAJO NATION 
ITCA 

AMERICAN SAMOA 
N MARIANA 
SUBTOTAL 

NATIONAL 


FY 2009 
UNSPENT 
RECOVERABLE 
FUNDS 


932,881 
8,778,600 
58,891,229 
998, 920 
2,602,848 
2,963,739 
4,723,952 
7,283,374 
5,886,510 
137,226 
1,770,210 
1,051,669 
430,246 
520,274 
96, 971,678 

$524,177,171 


FY 2010 
UNSPENT 
RECOVERABLE 
FUNDS 


2,130,449 
14,583,558 
52,213,411 
1,083,692 
2, 444, 553 
2,168,282 
5,075,888 
7,383,359 
34,006,168 
60,440 
1,463,406 
675,466 
1,201,783 
1,322,823 
125,813,278 

$535,836,725 


FY 2011 
UNSPENT 
RECOVERABLE 
FUNDS 


2,050,878 
3,408, 934 
0 

424,872 
979, 439 
1,260,040 
I, 466, 115 
140,332 
6, 551,762 
4,945 
499,314 
90,764 
794, 042 
842, 524 
18,513, 961 

$157,190,323 


FY 2012 
UNSPENT 
RECOVERABLE 
FUNDS 


1, 167,905 
6, 010,754 
82,165, 727 
249,425 
1,312,033 
2,399,528 
4,311, 120 
4,200,798 
6, 480,819 
207,287 
392,161 
251,153 
500,138 
931, 206 
110,580,054 

$371,440,759 


Mr. Aderholt: Please provide the Coirjnittee with a table showing WIC 
infant participation that shows, by state, the total number of births and the 
number enrolled in the program for fiscal years 2009 through 2012 and 
estimated for fiscal years 2013 and 2014. 

Response: Final data from CDC's National Center for Health Statistics 
(NCHS) indicate that there were 4.2 million live births in the United States 
and its territories in calendar year 2009. Final data for 2010 indicate a 
decrease in live births to 4.05 million. Preliminary data for 2011 indicate 
a further decrease in live births to 4.0 million. About 53 percent of 
infants participated in the WIC program in both 2009 and 2010. Estimates 
based on the preliminary birth data, which is subject to change, suggest that 
the percent of infants participating in WIC decreased slightly, to 52 
percent , in 2011. 

NCHS live birth data for 2012 are not yet available. NCHS does not 
project national or State level estimates of live births for future years. 

The number of live births in the United States is from the National 
Vital Statistics Reports published by the NCHS (vol. 60, no. 1 for calendar 
year 2009, vol. 61, no. 1 for calendar year 2010, and vol. 61, no, 5 for 
calendar year 2011, http ; //www . cdc . qov/nchs /products /n vs r . htm) . Average 
monthly WIC participation figures are submitted to FNS by WIC State Agencies. 
The estimated percentage of infants who were served by WIC is calculated by 
dividing average monthly WIC infant participation by the number of live 
births . 

We have used calendar year data for the first three tables (although 
fiscal year data was requested) because NCHS reports live births on a 
calendar year basis; therefore, the percentage of infants served by WIC must 
be calculated on a calendar year basis. 
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The information is submitted for the record. 
[The information follows:] 
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Live Births, 
Calendar Year 


Average Monthly 
WtC Infant 
l^rtkipation^. 


Average Monthly 
Percent Served by 
WIC, Catendar Year 


2010, Final Data* Calendar Year 2010 2010 


Alabama 

60,050 

37,099 

62% 

Alaska 

1 1,471 

6,273 

55% 

American Samoa 

1,234 

1,15! 

93% 

Arizona 

87,477 

49,469 

57% 

Arkansas 

38.540 

25,506 

66% 

California 

510,198 

295,699 

58% 

Colorado 

66.355 

27,165 

41% 

Connecticut 

37,708 

14,382 

38% 

Delaware 

1 1 ,364 

5,837 

51% 

District of Coliunbia 

9.165 

4,859 

53% 

Fforida 

214,590 

119,854 

56% 

Georgia 

133,947 

74.378 

56% 

Guam 

3,416 

1.907 

56% 

Hawaii 

18,988 

8.600 

4.5% 

Idaho 

23,198 

1 0.499 

45% 

llimoLS 

165,200 

81.872 

50% 

Indiana 

83,940 

43,980 

52% 

Iowa 

38,719 

1 7,202 

44% 

Kansas 

40,649 

19,394 

48% 

Kentucky 

55,784 

34.226 

61% 

Loi^Ejna 

62,379 

40,916 

66% 

Maine 

12,970 

5.859 

45% 

Maryland 

73,801 

35.726 

48% 

Massachusetts 

72,865 

27.482 

38% 

Michigan 

1 14,531 

64.177 

56% 

Minnesota 

68,610 

29,953 

44% 

Mississippi 

40,036 

27.607 

69% 

Missouri 

76,759 

39,083 

51% 

Montana 

12.060 

5,342 

44% 

Nebraska 

25.918 

10.538 

41% 

Nevada 

35.934 

17,913 

50% 

New Hampshire 

12,874 

4,410 

34% 

New Jersey 

i 06,922 

38.406 

36% 

New Mexico 

27,850 

15,388 

55% 

New York 

244.375 

121.878 

50% 

North Carolina 

122,350 

67.029 

55% 

North Dakota 

9,104 

3.444 

38% 

Ohio 

139.128 

72.869 

52% 

Oklahoma 

53,238 

31.759 

60% 

Oregon 

45,540 

23,979 

53% 

Pennsylvania 

143.321 

63,765 

44% 

Puerto Rico 

42,153 

40.712 

97% 

Rhode Island 

11,177 

5,683 

51% 

South Carolina 

58.342 

36.494 

63% 

South Dakota 

11,811 

5,453 

46% 

Tennessee 

79,495 

44,852 

56% 

Texas 

386.118 

243,292 

63% 

Utah 

52.258 

1 8-229 

35% 

Vermont 

6,223 

2,941 

47% 

Virgin© 

103,002 

39,147 

38% 

Virgin Isfends 

1,600 

1,223 

76% 

Washington 

86,539 

39,921 

46% 

West Virginia 

20,470 

12,071 

59% 

Wisconsin 

68,48? 

29.412 

43% 

Wyoming 

7,556 

3,306 

44% 

United States^ 

4,047,789 

2,149,607 

53% 


‘ National Vita! Statistk:s Reports, Table 10, Volume 61, Nianber 1. Au^t 2012 

^ FNS pro^amdata, January 2013. Parttcipant courts for indan Tribal Or^nizations are included in State totals. 
This U-S total excludes 1 ,072 births m the Conwrt>nweaWt of the Northern Mariana Islands. 
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Live Births, Average Monthly Average Monthly 

CalendarYear WIC Infant Percent Served by 

2011, Preliminary Participation’, WIC, CalendarYear 

Data* Calendar Year 2011 2011 

Alabama 

59,347 

35,870 

60% 

Alaska 

11,455 

6.194 

54 % 

American Sanroa 

L216 

1,090 

90% 

Arizona 

85,543 

47,828 

56% 

Arkansas 

38.713 

24,488 

63 % 

California 

502,118 

294,156 

59% 

Colorado 

65.055 

24,791 

38% 

Connecticut 

37.280 

1 3,897 

37% 

Delaware 

1 1.257 

5,671 

50% 

District of Columbia 

9,314 

4.764 

51% 

Florida 

213,344 

1 1 7,944 

55% 

Georgia 

132,488 

71,520 

54% 

Guam 

3,294 

1,781 

54% 

Hawaii 

18,957 

8,542 

45% 

Idaho 

22,305 

9,851 

44% 

Illinois 

161,312 

78,320 

49% 

Indiana 

83,702 

4 1 ,926 

50% 

Iowa 

38,213 

16,561 

43% 

Kansas 

39,642 

18,686 

47% 

Kentucky^ 

55-377 

ma. 

n.a. 

Lotus iara 

61,889 

39,47! 

64% 

Maine 

12,704 

5.639 

44% 

Mary'land 

73,086 

35,693 

49% 

Massachusetts 

73,225 

27.774 

38% 

Michigan 

1 14,004 

63.599 

56% 

Minnesota 

68,411 

28,398 

42% 

Mississ^pi 

39.856 

26.311 

66% 

Mssouri 

76-117 

37,861 

50% 

Montana 

12.069 

4,639 

38% 

Nebraska 

25,720 

9.980 

39% 

Nevada 

35.295 

17,851 

51% 

New Hampshire 

12.852 

4,307 

34% 

New Jersey 

105.886 

37,959 

36% 

New Mexico 

27.289 

14,971 

55% 

New York 

24 1 .290 

120,971 

50% 

North Carolina 

120,385 

64,937 

54% 

North Dakota 

9.527 

3.402 

36% 

Ohio 

137.916 

69.535 

50% 

Oklahoma 

52.274 

30, 1 94 

58% 

Oregon 

45,157 

23.703 

52% 

Pennsyh'ania 

143.148 

62.433 

44% 

Puerto Rico 

41,065 

40,055 

98% 

Rhode Island 

10,960 

5,487 

50% 

South Carolina 

57,368 

35,061 

61 % 

South Dakota 

1 1.849 

5.287 

45% 

Tennessee 

79.588 

4-3,158 

54% 

Texas 

377,449 

23 1 -756 

6 1 % 

Utah 

51.223 

16,646 

32 % 

Vermont 

6,078 

2.839 

47% 

Virginia 

102.648 

38,328 

37 % 

Virgfo Islands 

n.a. 

1.133 

n.a 

Washn^on 

86,976 

38.304 

44% 

West Virginia 

20,720 

1 1 ,636 

56% 

Wisconsin 

67,811 

27,879 

41% 

Wyoming 

7.398 

3,164 

43% 

Lnited Slates 

3,943,788 

2,053,103 

52% 


' Natbml Vital Statistics Reports. Table 6. Vohinie 61, Number 5, October 2012 

■ FNS pro^am data, April 2013. Participant coifftts for IitdianTrftjal Organizations are included in State totals. 
^ Ibe Kerrtucky WIC State a,^ncy is current^ reviews^ its adminisWative participation count for CY 20 1 1 , 
and it is therefore not included fo this table. 

' Preliminary brth data are not avatebie for the Vrgii Islands and the Commonwealth of the Northern Mariana 
Islands. Those terrtories and Kentucky are excluded from the totab and from the computation of the percent 
of fofenLs served by WiC. 
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Mr. Aderholt: For total FNS resources available for this prograrr,, how 
many WIG clinics w'ould be served by breastfeeding peer counselors? What 
percent of women would be able to receive counseling? 

Response: Currently, all geographic WIC State agencies and all but 4 

WIG Indian Tribal Organizations and Territories operate peer counseling 
programs in accordance with the HnS Loving Support Model. FNS collected data 
from WIC State agencies in 2012 showing that approximately 3,800 Peer 
Counselors are providing breastfeeding peer counseling services to WiC 
participants. While we don't yet have data on the number of clinics in each 
local agency or the percentage of women receiving peer counseling services, 
the FY 2010 funding ($80 million) represented the estimated cost to fund a 
peer counseling program at every WIC local agency. This figure was based on 
preliminary data from an evaluation of WIC peer counseling being conducted by 
FNS. 

FNS has a contract underway to conduct the WIC Breastfeeding Policy 
Inventory, which will collect data on the number of peer counselor programs 
and the number of peer counselors. FNS expects data collection to be 
completed by November 2013. A final report is expected in 2014. 


Mr. Aderhoit: Please provide for the record, the amount of Nutrition 
Services and Administration (NSA) funds obligated for the previous five 
years. Include the amounts spent on program management, client services, 
nutrition education, and breastfeeding promotion within the total. 

Response: The information is provided for the record. 

[The information follows:] 


WIC Program 

NSA Funds Obligated by State Agencies 
Fiscal Years 2008 - 2012 


Fiscal 


Program 

Client 

Nutrition 

Breastfeeding 

Total NSA 

Year 

Management* 

Services* 

Education* 

Promot ion* 

Expenditures* 

2008 

5 

499,884,803 

$645, 611,769 

$355,191, 998 

$113,580,418 

$1,614,258,988 

2009 

2 

557,973, 409 

$709,575, 366 



$1,795,972,748 

20.10 

$ 

591, 735, 448 

$758,106,814 


$148,568,358 

$1,917,027,295 

2011 

S 

620,553,681. 

$748,264,713 


$162, 126, 429 

$1, 968,480,868 

2012 

$ 

608,508,512 

$720,710,592 


5156, 987,492 

$1,892,102,254 


* Data Source: National Data Bank - WIC Program SNFA013-04 Reports for FYs 2008 - 2012 
(Report Date: 04/25/13). 


Mr. Aderhoit: What is FNS currently doing to monitor WIC's compliance 
with provisions of the Improper Payments Information Act? What new efforts 
are aimed at reducing or eliminating incidences of fraud, waste and abuse in 
the WIC program? 

Response: FNS has taken several actions to reduce the extent of 

improper payments. Actions to preve.nt or minimize vendor-related improper 
payments include mandatory disqualification of vendors disqualified by the 
Supplemental Nutrition Assistance Program, permanent disqualification of 
vendors convicted of trafficking and illegal sales, three-year 
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disquali fications for overcharging and charging for food not received, and 
nationwide standards for vendor authorization, training and monitoring. 

Actions to prevent or minimize certification-related errors include 
requirements for income documentation for WIC applicants in all State 
agencies, mandatory one-year disqualifications for the most serious 
participant violations, including dual participation and misrepresentation of 
income, preventing conflicts of interest such as clinic staff certifying 
themselves, close friends or relatives and requiring State agencies to 
maintain information on participant and employee fraud and abuse. For 
certification errors, FNS conducts a nationally-representative study of WIC 
participating households using in-home income audits on a decennial cycle 
approved by the Office of Management and Budget. For the most recent 
version, the study included analysis of payments for redeemed WIC food 
instruments to determine the dollar value and rate of WIC improper payments 
due to certification error. The results are used to generate the estimates 
that appear in the DSDA Performance and Accountability Report. 

This year FNS is conducting a focused evaluation of vendor management 
in all WIC States which will be completed by the end of fiscal year 2014. 

This approach v;ill give a more complete assessm^ent of WIC vendor management 
nationwide to inform additional improvements to FNS o\^ersight efforts. 
Information elicited from these vendor management reviews will be used to 
identify successful policies, practices, and procedures that have been 
developed and implemented by WIC State agencies, and to share those 
successful efforts. 

With regard to WIC vendor managem.ent research, FNS has engaged a 
contractor to compile a national profile of WIC vendor management practices 
and to examine the management of WIC retail delivery systems and determine 
the extent to which WIC-authorized retail grocers (WIC vendors) adhere to 
program rules. This study will provide updated estimates of WIC vendor 
overcharging and undercharging based on a nationally-representative sample of 
covert compliance buys using WIC food instruments. The updated estimates 
provide bookend data used to generate the dollar value and rate of WIC 
improper payments due to vendor error for the USDA Performance and 
Accountability Report. We expect to release a final report in the fall of 
2013 and use the results to inform future policy in this area. 

We are also working with the National WIC Association to sponsor a 
Program Integrity Track at a National WIC Conference in September 2013. The 
Program Integrity sessions will focus on development of effective criteria 
for competitive price, maximum allowable reimbursement and peer groups. 


Mr. Aderhoit: How much were the States provided for integrity 
enforcement in fiscal years 2011 and 2012 and what are the estimates for 
fiscal years 2013 and 2014? What level of funding is provided by the States 
to support integrity enforcement for FNS programs? 

Response: Section IFli) of the Richard B. Russell National School 

Lunch Act provides funding to State agencies for training and technical 
assistance for carrying out audits and improving their program management and 
oversight of the Child and Adult Care Food Program (CACFP) calculated as one 
and one-half percent of the CA,CFP funds expended by the State in the second 
preceding fiscal year (FY). This funding is in addition to that provided to 
States for their administrative expenses under State Administrative F,xpense 
(SAE) funds, which may also be used for program oversight. 
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Section 7(h)(1) of the Child Nutrition Act of 1966 provides grants to 
States for training and administrative reviews. States use a portion of SNAP 
SAE grants for integrity activities- In addition, FNS provides SNAP State 
Exchange funding to States for activities such as best practices and other 
information sharing . 

Finally, in addition to providing funding to States, FNS uses SNAP 
Other Program Cost (OPC) funding directly for integrity enforcement via 
payment accuracy and cooperative services and retailer integrity and 
trafficking activities . 

The information is provided for the record: 

[The information follows:] 



FY 2011 
Actual 

FY 2012 

Actual 

FY 2013 

Estimated 

CN Training and 
Technical Assistance 

$3,530,000 

$3, 537,000 

$7, 675, 000 

CN Training and 
Administrative 

Reviews 

$4, 000, 000 

$4,000,000 

$4,000,000 

SNAP State Exchange 

$638,626 

$808,000 

$825,000 

SNAP SAE grant. 
Integrity Related 

$268,018,139 

$276,059,000 

$284,893,000 

SNAP OPC Integrity 
Related Expenditures 

$15,984,374 

$15,568,000 

$22,535,000 


Mr. Aderholt; What options are available to WIC manufacturers that 
will allow them to ensure accountability via methods to verify the ages of 
participants? 

Response: FNS strongly believes the integrity of the billing process 

for infant formula rebates is a key component of a successful cost- 
containment initiative and the need for tight control over billing procedures 
is imperative. Since the .mid-1990's, FNS has directed WIC State agencies to 
provide supporting information on a monthly basis to manufacturers in order 
verify the monthly invoice. FNS' current guidance reflects the additional 
information requirements that resulted from the food package changes, to 
include providing food package type and infant's age. The goal of such 
initiatives is a transparent rebate billing system that allows manufacturers 
to validate rebate invoices using accurate data provided by the State agency. 


National School Lunch and Breakfast Program 

Mr. Aderholt: As you know, school foodservice directors from across 
the country were in town last v/eek and met with many of us on the issues and 
concerns they're dealing with on a daily basis. It seems that a perfect storm 
has been put into motion for schools with the implementation of the meal 
pattern rule that updated the standards for what can be served In the 
National School Lunch and Breakfast Program. According to USDA' s own 
numbers, average daily participation in the lunch program is down 3.8 percent 
from the Fall of 2011 to Fall of 2012, when the new regulations were 
implemented. That alone should be something we should want to examine 
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closely, but wlien combined with rising input costs and increased costs to 
implement the clianges in the new regulation, what we've got are a huge number 
of schools across the country operating in the red. 

• I have school age children and if my kids are like everyone else's, there 
is a limiit to how many or the types of vegetables or low calorie foods 
they are willing to consume. With reports that many of the food items are 
being thrown away, will USDA conduct a plate waste study to determine more 
specifically the impact this rule is having on what students are, and are 
not, eating? What plans does USDA have to conduct a cost/benefit analysis 
of the new standards for school lunch? 

Response: The Healthy, Hunger-Free Kids Act of 2010 and subsequent 

rulemaking has dramatically improved the nutrition environment in schools. 
Students who eat lunch provided by their school are now seeing more fruits, 
vegetables, low-fat or fat-free milk varieties, and whole grains; less 
saturated fat, trans fat, and sodium; and proper portion size on their lunch 
trays. USDA prepared a cost/benefit analysis of the new school lunch and 
breakfast standards during the development of the final regulation. That 
analysis (formally known as a "Regulatory Impact Analysis") was published 
along with the rule in the Federal Register in January 2012 {77 FR 40S8j. 

• How does FNS expect schools are going to survive economically if paid 
participation continues to decline, particularly once the breakfast 
requirements and pending competitive food requirements go into effect? 

Response: New school meal patterns for lunch went into effect at the 
start of school year (SY) 2012-2013. It is possible that either the changes 
in the foods available as part of a school meal, or changes in the ways the 
foods are prepared may affect student acceptance of school meals, at least in 
the short term. We do not anticipate that the new meal patterns will result 
in lasting negative participation impacts. 

As of January 2013, overall school lunch participation was 98 percent 
of the January 2012 level, prior to implementation of the new standards. 

This is up modestly from September, when participation was less than 97 
percent of the level from the previous year. Paid lunch participation in 
January 2013 is at 92 percent of the January 2012 level, but appears stable, 
with some signs of modest recovery since the start of the school year. 
Importantly, lunch participation by students eligible for free meals is up 
compared to last year, indicating broad acceptance of the new meals by the 
single biggest subgroup of school meal participants. And school breakfast 
participation, consistent with a long term trend, continues to increase. 

To help put these figures into context, enrollment in schools and other 
institutions participating in the NSL? is up 1.3 percent in SY 2012-2013 
compared to the previous school year. The number of children certified for 
either free or reduced-price benefits is about fiat, just 0.5 percent above 
the level in SY 2011-2012. 

The Healthy, Hunger-Free Kids Act of 2010 (HHFKA) is also generating 
new revenue for schools. Schools serving meals that meet the new standards 
are receiving an extra 6 cents per lunch, the first real increase in 30 
years. In addition, the HHFKA' s paid lunch and competitive food pricing 
reforms help ensure that the revenue from these sources is properly aligned 
with costs. These revenues will assist schools with the implementation of 
new standards for school breakfast, the most significant of which do not take 
effect until SY 2014-2015. They will also help schools implement Federal 
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competitive rood standards. Schools in at least 39 States are already 
putting these resources to work in support of their own voluntary standards. 

• Do you have basis for concluding that paid participation decline is due to 
any change other than the new meal pattern requirements? 

Response: The reduction in paid lunch participation relative to total 

participation began well before the introduction of new meal requirements in 
SY 2012-2013. Much of that reduction is tied to increased student 
eligibility for free meals, particularly since the start of the recession in 
FY 2008. But the reduction in paid lunch participation also coincides with 
the long term successful efforts of local. State, and Federal officials to 
reduce the burden of the free meal application process and ensure that all 
eligible children are certified for free meals. The growing use of direct 
certification has increased the effectiveness of the certification process, 
certifying many eligible children who in past years would have purchased full 
price meals. In SY 2007-2008, an estimated 86 percent of children whose 
participation in SNAP and other programs that confer categorical eligibility 
for free meals were properly certified. By SY 2011-2012, schools had 
certified an estimated 92 percent of such students. 

• By category of participation, what is your prediction for the decline in 
National School Lunch Program participation? 

Response: While paid meal participation has fallen by about 20 percent 
since fiscal year 2008, free meal participation has risen by a comparable 
amount. FNS attributes the majority of this change to the weak economy and 
increases in SNAP participation - which, through direct certification, has 
led to more children being certified eligible for free meals. However, as 
the economy begins to turn around and fewer families participate in SNAP, we 
anticipate that fewer children will be eligible for free meals. The table 
below outlines the number of lunches estimated by category. 

[The information follows:] 


Lunches served (millions): 

Free 

Reduced Price 

Paid 


Total Lunches Served. 


National 

School Lunch 

Program 

FY 2011 

FY 2012 

FY 2013 

Actual 

Actual 

Flstimated 

3,066.1 

3, 112.4 

3,223.5 

445.3 

451.2 

461.0 

1,763.0 

1,667.5 

1,635.1 

5,274.4 

5,231.1 

5, 319.6 


• Have you thought about delaying implementation of the breakfast and 
competitive food regulations until schools adjust, if they can, to the 
meal pattern regulation? What is your prediction for change in School 
Lunch and Breakfast participation next year? Do you believe any schools 
will be dropping out of the breakfast or lunch programs? 

Response: As you may know, changes to the School Breakfast Program are 

being phased in gradually over a three-year period beginning next school 
year. Breakfasts under the new requirements will have more fruits, whole- 
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grain rich items and fat-free or low-fat milk. As we have done with the meal 
standards for lunch, USDA will continue to provide States and schools with 
training and technical assistance as they implement these new requirements 
over the three-year period. In the case of the "competitive foods" 
regulations, it is important to note that at least 39 States have already 
adopted some kind of competitive foods standards. The industry has also 
begun providing healthier snack foods to schools, including many products 
that already meet the proposed standards. USDA' s proposed rule builds on 
these voluntary efforts by establishing a consistent national baseline that 
will allow every student to enjoy the benefits of healthy snack food choices 
while providing greater certainty for food and beverage companies. In 
addition, the Healthy-Hunger Free Kids Act of 2010 provides a full school 
year after the rule is published before schools must implement the changes. 
Thus, they have a substantial amount of time to prepare. 

As with all changes, schools experienced a transition period in the 
implementation of the new meal standards for lunch. We are pleased with the 
success thus far and see schools successfully adjusting to the change. We are 
very encouraged that, by December, over half of schools were receiving, or 
had applied to receive, the extra six cent reimbursement for schools that met 
the new meal requirement. This number is consistently increasing as more 
schools make the transition to healthier meals. To help schools make the 
transition to the new meal pattern requirements, USDA provided flexibility on 
grain and meat portion sizes for this school year and school year 2013-2014. 
FNS understands the need for longer term guidance, and are currently 
considering options for addressing this flexibility beyond next year. We 
welcome input from a broad range of program stakeholders and interested 
parties regarding the Impact of this flexibility. 

• When USDA was pressured into lifting the bread and protein maximum 

requirements, the Secretary stated, "This flexibility is being provided to 
allow more time for the development of products that fit within the new 
standards while granting schools additional weekly menu planning options 
to help ensure that children receive a wholesome, nutritious meal every 
day of the week." What additional flexibilities is USDA willing to grant 
if the school lunch program continues to show a decrease in paid 
participation, which we ail know is pivotal to a school meal program's 
financial viability? Why doesn't FNS publish an Advance Notice of 
Proposed Rulemaking to receive public comments on practical steps for 
revising this regulation? 

Response: Ensuring students are offered nutritious and appealing meals 

and that they consume these healthy options is a primary concern of USDA. We 
monitor participation, closely. Importantly, we are serving more free meals 
compared to this time last year, and school breakfast partic.ipation is also 
higher compared to last year. We do not anticipate any long term or 
permanent decreases in student participation. In fact, many schools that 
have made similar changes in the past report that participation can increase 
as students and parents become accustomed to the healthier options. 

To ensure this positive trend continues, we are listening to parents, 
schools, State agencies and other stakeholders, and we will continue to offer 
schools additional flexibility as needed as they implement the new meal 
patterns. With these efforts underway, at this time, we do not see the need 
to seek additional public comments. We will also continue to offer guidance 
and technical assistance to States and school districts to help implement the 
new standards. 
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As always, laeals must be healthy and appealing to students. We are 
continuing to offer extensive technical assistance to help schools market 
healthy meals to students. Our Recipes for Healthy Kids Competition and our 
efforts have helped connect chefs with schools to spur the creation of 
recipes that kids find delicious and appealing, and in cooperation with ERS 
and Cornell University, we've also been encouraging schools to consider the 
use of behavioral economics in making low-cost/no cost lunchroom changes that 
prompt healthier lunch choices. 

• We are hearing from schools that the new meal pattern regulations are too 
inflexible and too complex. I am very concerned about that and that your 
new proposed rule for foods sold in competition with the reimbursable 
meals have the same problem. It is commendable that you proposed to allow 
school food service directors to sometimes serve reimbursable meal entrees 
on their a la carte line. However, you proposed a series of options for 
restricting that authority. Why don't you just allow the school food 
service director to serve a la carte any entree that is in the 
reim.bursable meal that mtonth? Simpler is better. 

Response: USDA has provided extensive technical assistance and 

responded to concerns expressed during this transition year by offering 
flexibility in a number of areas. The updated standards provide significant 
flexibility for local schools to develop their own menus to ensure that 
children have the energy they need to learn and be physically active, while 
reducing their risk for obesity and other serious chronic diseases. 

Many schools are meeting the standards and are receiving the additional 
performance-based reimbursement provided by the Healthy Hunger Free Kids Act 
of 2010. In addition, we received comments on the competitive foods rule and 
are currently reviewing them. We will continue to solicit feedback and 
respond appropriately. Those comments will inform our final rule. 

• What percentage of schools have been certified to meet the meal pattern 
objectives of the Healthy, Hunger-Free Kids Act? What percentage do you 
project will certify by the end of this school year? By the end of this 
calendar year? 

Response: As of December 2012, the latest point at which we have data, 
55.1 percent of SFAs have submitted applications that are either under review 
or have been certified; and 35.2 percent have been certified. We anticipate 
that nearly all schools will submit their applications by the end of the 
calendar year. 


Mr. Aderholt; The Office of the Inspector General (OIG) released a 
report in March 2013 identifying USDA' s National School Lunch Program and 
School Breakfast Program as having improper payment rates of 15.53 percent 
and 25.18 percent, respectively, in Fiscal Year 2012. 

• What is USDA doing to bring down these extremiely high rates? 

• What is the target rate for these programs in fiscal years 2013 and 2014? 

• The FNS budget request for Fiscal Year 2014 includes S3 million to reduce 
erroneous pa^m^.ents and promote integrity efforts. Please specify how this 
funding will be used to address these staggering error rates. 
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• Ms. Rowe's testimony mentioned that FNS is obtaining survey information to 

update the measure of improper payments in the school meals programs. 

When will this survey information be available? 

Response: FNS is fully committed to reducing improper payments in our 

programis to the greatest extent possible, while at the same time assuring 
needy recipients adequate access to our array of nutrition assistance 
programs. In the NSLP and SBP, FNS has worked closely with 0MB, Congress, 
the States, schools, and advocacy partners to gain a better understanding of 
erroneous paymLents, and to develop and implement initiatives to address them. 
On December 13, 2010, The Healthy, Hunger-Free Kids Act of 2010 (the Act) was 
signed into law and makes m.any imiportant improvemients to the Child Nutrition 
Programs. Improving program performance and reducing improper payments was a 
goal throughout the NSLP reauthorization process. As a result of the passage 
of the Act, FNS is taking the following actions that will help reduce 
improper payments : 

• Developing an admiinistrative review process for State agencies to 
assess school district operation compliance with Program regulations 
and incorporate the following provisions from the Act: 

o Increase the frequency of the administrative oversight reviews 
from once every five years to once every three years; and 

0 Design a unified accountability system to review the NSLP and SBP 
to ensure compliance with the nutritional requirements; 

• Further strengthening direct certification using SNAP data by providing 
performance awards to States; setting annual benchmarks for States; 
requiring States that do not reach the benchmarks to develop and 
implement continuous improvement plans; and testing the potential for 
direct certification with Medicaid in selected States and Local 
Educational Agencies (LEAs) : 

o Our continuing efforts with direct certification have led to 

significant improvements; e.g., in school year 2011-2012, 89% of 
local education agency (LEAs) directly certified students from 
SNAP households, 4% higher than the previous school year and a 
substantial increase from the 56% in. school year 2004-2005; 

• Providing alternatives to the paper application systems in low-income 
areas . 

o Community Eligibility (CE) provides an alternative to household 
applications for free and reduced price meals and offers free 
meals to all students in high poverty LEAs. CE is being phased 
in over a period of three years in a limited number of States 
selected by FNS and will be made available nationwide in the 
2014-2015 school year; and 

• Establishing criteria and procedures for LEAs that demonstrate high 
levels of administrative error to help individuals and entities 
independently review the initial eligibility determinations for free 
and reduced-priced school meals for accuracy prior to sendirig out 
household notif.lcations of eligibility or ineligibility. 

In addition to implementing the requirements of the Act, FNS has 
implemented the following administrative actions: 

• Issued administrative review guidance to States and schools on the 
certification process to promote rigorous and careful review of 
applications and proper determination of eligib-i lity; 

• Implemented a process to select State agencies administering the NSLP 
for management evaluations conducted by FNS based on risk indicators; 
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• Trained staff in every State agency to ensure effective monitoring of 
schools operating the programs, so that problems are identified early 
and corrective action is focused on poor-performing schools; 

• Directed State agencies to make more thorough use of annual 
verification data to focus corrective action in school districts to 
address errors; 

• Proposed a rule to improve the accuracy of application-based 
certifications; and 

• Begun development of a rule to strengthen penalties for serious rule 
violations . 

FNS is fully aware of the significant improper payment rates in NSLP 
and SBP, and shares your coiniriitment to progress. For these reasons, we 
continue to work with our State partners to develop initiatives and practices 
to address the problems. Only through this collaborative approach can we 
achieve the essential balance among our goals of ensuring program integrity, 
protecting access for children in need, and minimizing unnecessary 
administrative burdens on State and local government. 

Since error rates for NSLP and SBP programs are based on aged estimates 
from a 2005 study, it is difficult at this time to ascertain recent gains FNS 
and our State partners have made in the improper payment arena. As a result, 
in April 2012 FNS launched the APEC-II (Access, Participation, Eligibility 
and Certification) study, the second phase of the original work. The 
continuance of this study will enable FNS to gauge the impact of corrective 
actions implemented since the original 2005 study, estimsate and measure 
changes in erroneous payments over time and would help inform. FNS, Congress, 
the States, and advocacy partners for the development of additional guidance, 
training, and policy options. FNS expects that the efforts undertaken since 
the last improper payments measure will be reflected by an improvement in the 
error rates when, the new study results are released in 2014. 

We continue to strive to improve by emphasizing the established need 
for balance between program integrity and access. The FY 2013 Reduction 
Target for NSLP is 15.10 percent. 


Child Nutrition Programs 

Mr. Aderholt: The Fiscal Year 2013 appropriations bill includes $10 
million for school equipment grants. How will USDA ensure that only those 
school districts with the highest need receive such grant funding? How can 
we make sure that poor rural districts get a fair chance at receiving these 
grants? 

Response; USDA will target equipment assistance funding to States with 
the greatest potential to maximize the available funding by evaluating a set of 
criteria indicating "need". FNS expects to build on the American Recovery and 
Reinvestment and Act of 2009 and FY 2010 National School Lunch Program 
Equipment Assistance funding criteria, which targeted low income districts via 
a competitive grants process that is fair and equitable, while prioritizing 
awards based on a high eligibility rate for free and reduced price meals and 
need. When developing the specific grant criteria, FNS V’/i 1 1 also consider how 
to best meet the needs of school districts, including those located in rural 
areas, in awarding the grants. 
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Mr. Aderholt: How n-any participated in the school lunch program in 
fiscal year 2012? How many are estimated to participate in fiscal years 2013 
and 2014? 

Response: 'I'he information is provided for the record. 

[The information follows:] 


National 

School Lunch Program 


Average 

Daily Participation 



in millions) 

FY 2013 


FY 2012 

(Proiected) 

Averaae Dailv Participation 31.60 

31 .80 


Mr. Aderholt: For each category, paid lunch, free meals, and reduced 
price meals, what were the federal costs for fiscal years 2010, 2011 and 
2012 ? 

Response: The information is provided for the record. 


[The information follows:] 



Federal Cost of National School Lunch Program ($ millions) 


Paid 

Reduced Price 

Free 

Total 

FY 2010 

$470.8 

$1,174.1 

$8,287.9 

$9, 932.8 

FY 2011 

$477.5 

$1,086.4 

$8,757.0 

$10,320.8 

FY 2012 

$442.9 

$1,102.2 

$8,881.7 

$10,426.8 


Mr. Aderholt: How much did USDA spend in. fiscal years 2010, 2011 and 
2012 for the snack programs? 

Response: The information, is provided for the record. 

[The information follows:] 



Fiscal Year 2010 
($ millions) 

Fiscal Year 2011 
($ millions) 

Fiscal Year 2012 
(S millions) 

National School Lunch 
Program, Snacks only 

$154.5 

$163 .1 

$169.7 

Child and Adult Care 
Food Program, Snacks 
only 

$392.5 

$401.1 

$416.7 

local 

$547.0 

$562.2 
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Mr. Aderhoit: Please provide a table showing the amount of state 
adirdnist ra t i ve expenses that have been carried over, the amount of original 
allocation, and the percent of the allocation carried over. include data 
from fiscal years 2009 through 2012. 

Response: The information is provided for the record. 

[The information follows]: 


State Administrative Expenses 

2009 to 2012 

Fiscal 

Year 

Initial SAE 

Allocation 

Carryover 

Amount 

Percent of 

Allocation 

Carried Over 

2012 

$224, 915, 809 

$35,283, 114 

17 .47% 

201! 

$206,194,551 

$34,833,549 

16.89% 

2010 

$191,308,525 

$32,648,984 

17.07% 

2009 

$177,842,407 

$27,760,852 

15.61% 


Mr. Aderhoit: Please update the table that appears in last year's 
hearing record showing the number of schools, institutions, and summer camps 
that participate in the Special Milk Program. Please provide the Coraitiittee 
with the amount spent on this program over five years to include planned for 
FY 2013 and FY 2014. 

Response: The information is provided for the record. 

[The information follows:] 


Fiscal 

Year 

Schools 

Institutions 

Summer Camps 

Total 

2008 

4,734 

521 

745 

6, 000 

2009 

4,271 

630 

705 

5,606 

2010 

4,004 

960 

75? 

5, 721 

2011 

3,848 

527 

782 

5, 157 

2012 

3, 662 

480 

570 

4,7 12 


The amounts obligated for the Special Milk 
Program are as follows: 

FY 201.0--S12,063,656 
FY 2011 — $12,381,000 
FY 2012 — $12, 629, 000 
FY 2013 — 311,077,000 (projected) 


Mr. Aderhoit: A number of groups representing the Food Service 
Authorities and States have expressed concerns about the rising level of 
unpaid meal charges left delinquent by parents. These groups note that 
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uncollected payiTients eat into their budgets. What has USDA done to address 
this issue? Does FNS plan to clarify the policy on a national level? 

Response: USDA agrees this is an important issue for school districts. 

Local school districts are responsible for setting policy with regard to 
their system for collecting payment for school meal charges, as well as any 
policy regarding the provision of an alternate m=eal to children who do not 
have money to purchase a meal. USDA requires that each school advise parents 
and students in writing of school policy on meal charges. 

We understand how difficult it is for school food professionals when a 
hungry child shows up in the cafeteria without money to pay for a meal that 
day. While they want to ensure that all children have a nutritious meal, 
schools are faced with incurring substantial debt to their program accounts 
when parents of students not eligible for free meals do not reimburse the 
meal charges. This means that the school districts must cover the cost of 
outstanding debt in the school meal account. Section 143 of the Healthy 
Hunger Free Kids Act of 2010 (HHFKA) directs the Secretary to examine current 
policies and practices of States and local educational agencies with regard 
to the extension of credit to children to pay for the cost of reimbursable 
school meals, and prepare a report on the feasibility of establishing 
national standards for meal charges and the provision of alternate meals. We 
are collecting national data on existing policies and practice.s of schools 
and later this year will convene a workgroup with State and local partners to 
examine the data and make recommendations for possible next steps. 


Mr. Aderholt: Please provide a list of the Federal studies regarding 
sodium intake that USDA is reviewing or has used in the development of 
federal nutrition policies, regulations or guidance over the past three 
years . 


Response: The sodium targets for the recent update of school meals 
nutrition standards were developed in consultation with the Institute of 
Medicine and are aimed to help reduce students' sodium intakes to less than 
the Tolerable Upper Intake Levels established in. the Dietary Reference 

Intakes, which range from 1,900-2,300 milligrams per day for children ages 4 

18. Further, meeting the final sodium targets will enable schools to offer 
meals that reflect the 2010 Dietary Guidelines' recommendation to limit 
sodium intake to less than 2,300 mg per day. The 2010 Guidelines, developed 
by an expert committee that extensively reviewed current scientific evidence, 
found that a strong body of evidence documents that in adults as sodium 
Intake decreases, so does blood pressure. There is also moderate evidence to 
support this association in children. 

FNS' understanding of the sodium content of meals in schools prior to 
the new standards was derived primarily from a series of studies known as the 
School Nutrition Dietary Assessment {SNDA) . The most recent (4'''') in the 
series provided a baseline from which to set the reduction timelines set 
forth in the final regulation. 

FNS will continue to monitor the sodium content of school meals both as 
offered and as selected in the upcoming School Nutrition and Meal Cost study. 
This study, a continuation of the SNDA series, will report on nutrient, 
content of meals during the 2014-15 school year, when Target 1 is effective. 
This study will provide information on how successfully schools are reducing 
the sodium content of meals and the appropriateness of the current timeiine 
for ach;ieving the final sodium target. 



198 


Additionally, as required by Section 743 of the FY 2012 Agriculture: 
Appropriations Act (P.L. 112-55), USDA* will evaluate additional relevant 
scientific studies on sodium intake and human health prior to the 
i.rriplementation of the second (target 2) and final sodium targets. 

Mr. Aderholt: Please provide the Subcommittee with a status of the 
most recent efforts to provide food to low-income children during the summer 
months and the total spending for each initiative. 

Response; Increasing the meals served to low-income children during 
the summer months continues to be an important priority for USDA. We are 
taking many actions this summer to ensure that eligible children have access 
to nutritious food when school is out and test new models of providing 
nutrition assistance no children in the summer months . 

A new initiative that we have undertaken this year includes intensive 
technical assistance on the Summer Food Service Program (SFSP) in five 
targeted States: Arkansas, California, Colorado, Rhode Island, and Virginia. 
We have met 'with each State and a cadre of local stakeholders to assess 
barrier-s to preventing hunger among children in the summer months and have 
established goals and collaborative plans for addressing those barriers this 
summer. The overall goal of this project is to increase average daily 
attendance and meals by 10 percent in these five States. 

Though focusing targeted assistance to five States, USDA is continuing 
to work with other States and national partner organizations to strengthen 
summer meal programs across the country. We continue to provide training, 
technical assistance, resources and information about the many ways community 
organizations can help children get the nutrition they need. USDA has also 
listened to stakeholder concerns about paperwork burden and program 
compleKity and we have further streamlined administrative requirements and 
worked to ensure States and partner organizations are aware of the existing 
program flexibilities that make it easier than ever for communities to serve 
children in need. 

Finally, USDA is continuing to test new models of reaching children 
wit?i nutrition assistance in the summer months. Several demonstrations are 
underway to test new ways of providing meals through the existing (SFSP) . 

The Summer Electronic Benefits Transfer for Children demonstration 
project continues this year to provide electronic benefit cards that can be 
used to purchase food using the approaches currently used by the Supplemental 
Nutrition Assistance Program (SNAP) and the Special Supplemental Nutrition 
Program for Women, Infants and Children (WIC) . The evaluation of the first 
two years of this demonstration showed that these benefits were able to 
reduce very low food security among children by as much as one third. This 
year we are evaluating different benefit amounts to determine if they can 
have a simiiiar impact. We anticipate those results will be available in 2014. 

The initiatives to streamline and improve access to summer meals are 
being funded under regular Program authorities and have no additional costs 
to report. The demonstrations testing new models are funded through a Fiscal 
Year 2010 appropriation that provided $85 million to test and rigorously 
evaluate new models of providing benefits. We anticipate that we will exhaust 
that funding after completing the demonstrations underway this surrmer. 
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Commodity Assistance Program 
Commodity Supplemental Food Program 

Mr. Aderholt: The population of participants in the Commodity 
Supplemental Food Program (CSFP) is approximately 97 percent elderly (60 
years or older). What is the USDA's most recent estimate of total elderly 
participants that are eligible for SNAP but opt not to seek support via SNAP? 
"What are some of the reasons why eligible elderly participants in CSFP choose 
not to participate in SNAP? What is the Department doing to transition more 
eligible elderly participants out of CSFP and into the SNAP program? 

Response: The most recent estimate of the elderly participation rate 

in SNAP is 35 percent from fiscal year 2010. About 8.5 million elderly 
individuals were eligible for SNAP and 3 msillion participated. Approximately 
5.5 million eligible elderly individuals chose not to participate in SNAP. 

A 2002 ERS study {Seniors’ Views of the Food Stamp Program and Ways To 
Improve Participation— Focus Group Findings in Washington State: Final Report, 
June 2002^ indicates that the most common reasons that elderly persons who 
were eligible for SNAP did not participate were the stigma and cultural 
barriers associated with applying for the program. Other barriers that 
affected eligible seniors' decision to contact the local SNAP office included 
misinformation about the program's rules, availability of transportation, 
communication problems at the initial point of contact with the local SNAP 
office, and the general acknowledgement that some participants simply chose 
one program over because one program may be more suitable to an individual's 
circumstances than the other. 


Some elderly may prefer the CSFP commodity package over SNAP benefits. 
The average SNAP benefit for elderly participants was $111 in FY 2010 
compared to $130 for all participants. The average benefit to elderly who 
are eligible but do not participate in SNA? would be $58. For this reason, 
some elderly may find CSFP more convenient and preferable to SNAP. Local 
agencies are required to provide elderly CSFP applicants with written 
information on SNAP and make referrals to SNAP when appropriate. 

SNAP has special eligibility policies that take into account the 
special circumstances faced by seniors. These include deduction of medical 
expenses, no gross income limits, a higher asset limit and special 
eligibility status for seniors who receive Supplemental Security Income (SSI) 
because of their age and low income. Seniors may also designate authorized 
representatives to represent their interests daring the application process 
and to purchase food with SNAP benefits on their behalf. 

Special procedural requirements include certification periods up to 2 
years and the ability to apply for SNAP through the Social Security 
Administration when applying for SSI. In addition, several demonstration 
projects have been approved in an effort to further improve access for 
seniors. Elderly Simplified Application Projects, Standard Medical 
Deductions, and Combined Application Projects (CAP) make it easier for the 
elderly to apply for and maintain eligibility for SNAP. 

CAPS, operating in 18 States, offer a combination of standardized 
benefits, .minimal need for independent verification, and normally no need to 


‘•ht tp : //i \ 'oa roh : ves . c dlib.o rg/ swlsl /tt5 t/'http: / /jers_. usda . gov/publ ications / ef an 



200 


go to the local offices. These projects have produced significant increases 
in participation within the target population. In CAP States, the percentage 
of one-person SSI cases participating in SNAP increased by 48 percent between 
2000 and 2008, whereas the percentage in non-CAP States reraainea relatively 
flat. This 48 percent increase was much greater than the overall increase in 
SNAP participation in the CAP States during the same time period. 


Mr. Aderholt: Last Congress, both the Senate-passed and House 
Agricultural Coraraittee-passed farm bills included provisions to move all WIC 
eligible participants out of CSFP and into WIC so that CSFP was solely used 
by the elderly. What vjould be the impact on current participation if this 
change were enacted? What would be the impact on costs to the program? If 
this were to decrease Lhe cost to the program, would the Department support 
using this additional funding to expand CSFP to more states or increase 
participation in current states? 

Response: Based on applicable language contained in both the House and 

Senate bills set forth by the prior Congress, women, infants, and children 
(w-i-c) participants who currently participate in CSFP would be phased off 
the program as they become categorically ineligible based upon their age, 
pregnancy, or post-partum status, as applicable. If ail w-i-c participants 
are phased out of CSFP, and all other costs remain the same, current funding 
levels would be sufficient to add elderly participants to the program. 

As of January 2013, just over 16,000 women, infants, and children participate 
in CSFP on an average monthly basis for the fiscal year, constituting 2.8 
percent of all program participants. In fiscal year 2013, the CSFP w-i-c 
monthly per person food package cost is an estimated $30,10, versus an 
estimated monthly per person elderly food package cost of $23.98 so more 
elderly participants could be supported than w-i-c participants. 

Funding would first be used to increase participation in current 
States, in accordance with program regulations and State requests. Per 
program regulations, only once ail requests are met in currently 
participating States would new States be added to CSFP. 


Mr. Aderholt: Of the total amount obligated for the Commodity 
Supplemental Food Program, what portion or percentage goes towards 
administrative costs? 

Response: Section 4201 of the Farm Security and Rural Investment Act 
of 2002 (2002 Farm Bill, P.L. 107-171) established the method for calculating 
administrative funds for State agencies in CSFP. State agencies are provided 
an administrative grant per assigned caseload slot, adjusted each year for 
inflation. For FY 2012, $70.14 was the legislatively-mandated administrative 
grant per assigned caseload slot. 


Mr. Aderholt: Please provide a table that shows a breakout by state of 
CSFP and TEFAP funding to include fiscal years 2009 through 2012. 

Respon.se: The information is submitted for the record. 

[The information follows:] 
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Mr. Aderholt: For both CSFP and TEFAP, provide a table showing the 
amount of commodities purchased with appropriated funds, the amount of 
commodities donated to the prograin. and a total to include fiscal years 2009 
through 2012 and estimates for fiscal years 2013 and 2014. 

Response: The information is provided for the record. 

[The information follows:] 

CSFP Entitlement and Bonus Commodities 


Fiscal Year 

Entitlement 

t5onus 

Total 

2009 

$134,044,024 

$8,946, 533 

$142, 990, 557 

2010 

143, 053, 375 

17, 943, 595 

267,091,008 

2011 

155, 139, 142 

10, 372,807 

1 65, 5 1. 1 , 949 

2012 

146, 534,179 

22,555,238 

169,089, 417 

2013 Estimate 

147, 618, 000 

25,500,000 

173,1 18,000 


?EFA? Entitlement and Bonus Commodities 


Fiscal Year 

Entitlement 

Bonus 

Total 

2009 

$336,217,796 

$373,748,172 

$709, 965, 968 

2010 

249, 147,413 

346, 639, 261 

595,786, 674 

201 1 

228,402,815 

235,263,356 

463, 666, 171 

2012 

242,970,260 

304,220,582 

547, 190,842 

2013 Estimate* 

265, 750,000 

TBD 

265, 750,000 


'Note: For TEFAP Bonus there are no full fiscal year projections due to varying 
markets . 


Mr. Aderholt: Please explain how many people, not caseload, USDA will 
serve in the CSFP for Fiscal Years 2013 and 2014. 

Response: OSDA will serve a.n estimated 595, 138 people in the CSFP for 

Fiscal Year 2013. 


Mr. Aderholt: Provide a table for the record, by state, which includes 
grants for the Senior Farmers Market Nutrition Program for fiscal years 2009 
through 2012. 

Response: The information is provided for the record. 

[The information follows:] 
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SFMNP Grant Levels for Participating State Agencies 
FY 2008-2012 
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SFMNP Grant Levels for Participating State Agencies 
FY 2008-2012 cont. 


STATE 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

FY 2012 

North Carolina 

86, 081 

89, 075 

88, 382 

87,457 

87, 457 



1,779,825 

1,765,767 

1,747,283 

1,747,283 



75, 000 

75,000 

75,000 

75,000 

Oregon 


938,404 

931,097 

921, 350 

921, 350 



38, 140 

38,140 

38,140 

38, 140 

Pennsylvania 


1,973,789 

1, 958, 418 

1,937,916 

1, 937, 916 

Pueblo of San Felipe 

17,474 


17, 474 

17,474 

17,474 

Puerto Rico 







||[||[||Q||QQ 

■BQ9H 


hhbehis 

HHEEBBI 

Standing Rock 

22, 200 

22, 200 

22,200 

22,200 

22,200 

South Carolina 

638,737 

660,941 

655,794 

648, 929 

648,929 




560, 465 

554,397 

554,597 



124,287 

123, 319 

122,028 

122,028 


■IfESB 

94, 659 

imiiiiQii^ 

IHIIIBBIBI 

92,939 





BHSBS 

|[|||[[||[Qy^^ 

Washington 

241, 576 

249, 974 

248,028 

245,431 

245,431 

West Virginia 


544,630 

540,368 

534,731 

534,731 

Wisconsin 

IjllllllllQQIQI] 

HIBBEEEI 

Ijlllim^Q^ 


349, 432 

NATIONAI. TOTALS 

mmam 




822,241,184 


*Did not participate in the prograin. 


Nutrition Studies and Information 

Mr. Aderholt: Please provide a status update on the reports required 
per the Fiscal Year 2013 appropriations bill. Include the status of reports 
as directed by the House, Senate and Conference report. 

Response: The information is provided for the record. 


[The Information follows:] 
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Congressional Directives 

Status 


Domestic Food Programs. — The Committee directs 

USDA has begun 


USDA to issue guidelines to the appropriate State 

internal discussions 


agencies on a requirement to include the USDA 

regarding the 


Inspector General (IG) Fraud Hotline and the IG 

addition of the USDA 


website address on all SNAP and WIC Electronic 

IG Fraud Hotline and 


Benefit Transfer cards and WIC coupons/vouchers, or 

website address on 


on any other information that accompanies the WIC 

all EBT cards and WIC 


instruments, for the purpose of reporting potential 

coupons and vouchers 


fraud, waste, and abuse by vendors and/or 

and related guidance 


participants. {House Report 112-542) (Explanatory 

to State Agencies. 


Statement) 

The statute does not 
currently require OIG 
hotline information 
on Program, benefit 
instruments . 

USDA is on target to 
meet the required due 
date . 

2 

Program Integrity and Identity Theft. — As part of 

USDA does not collect 


USDA's effort to reduce fraud, ensure the integrity 

data regarding the 


of its feeding programs, and safeguard the 

occurrence of 


identities of participants in nutrition assistance 

identity theft 


programs, the Committee encourages the Secretary to 

against nutrition 


provide a report on the prevalence of identity 

assistance program 


theft against nutrition program recipients and the 

recipients, and as 


need for identity theft protection educational 

such, USDA is 


materials to program providers and recipients. 

evaluating the scope 


(House Report 112-542) 

of the problem and 
potential solutions 
to best address these 

concerns . 

3 

SNAP Dietary Offerings. — The Committee believes 

The update requested 


USDA should ensure that SNAP serves as a 

by Congress by August 


supplemental nutrition safety net as well as a 

1, 2012 is under 


means for low-income participants to improve their 
dietary intake. The Committee understands that 

review. 


USDA is conducting resejarch into SNAP purchasing 

FNS is currently 


patterns, and requests ran update by August 1, 2012, 

completing a 


describing the market research as well as a 

contracted study that 


prelected completion date. Upon completion of the 

compared the 


market research, USDA shall brief the Committee on. 

purchases of SNAP 


its findings and a formal report transmitting the 

households with the 


results of the research will be made to this 

purchases of 


Committee within 30 days of its completion. 

households that do 


Lastly, the Under Secretary is directed to convene 

not receive SNAP, 


a meeting of stakeholders for the purpose of 

using 2011 point-of- 


seeking input on ways to improve the diets of SNAP 

sale data from a 


recipients. (House Report 112-542) 

leading grocery 
retailer. We will 
provide the report to 
the Committee when it 
is complete. 
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Congressional Directives 

Status 

4 

Data Sharing. ~ The Committee urges USDA to require 
States to share SNAP recipient case data, including 
the appropriate use of the ALERT database, so USDA 
may determine whether individuals or households are 
receiving duplicative benefits in more than one 

State. To prevent the potential for fraud, the 
Secretary also is urged to use the FBI National 

Crime Information Center database as part of the 
process in determining authorization of SNAP 
retailers and use its suspension and debarment 
authority to prevent repeat offenders from re- 
entering and defrauding SNAP or any other Federal 
program. The Ccmn;ittee directs USDA to submit a 
report to the House and Senate Committees on 
Appropriations detailing plans to prevent future 
fraud and improper payments, including efforts to 
debar or exclude both vendors and participants from 
the receipt of benefits if found guilty of fraud or 
abuse. (House Report 112-542) 

USDA has a draft 
report to Congress in 
agency clearance that 
addresses fraud and 
improper payment 
prevention efforts in 
SNAP . 

T" 

Uniform Income Eligibility Standards. — FNS is 

directed to provide a report to the Committees 
detailing what variables each State uses in 
determining income and ways in which USDA could 
work to ensure income eligibility uniformity. The 
report should specify what changes, if any, could 
be accomplished administrratively and which would 
require changes to existing law to ensure income 
eligibility uniformity. (Explanatory Statement) 

In development. 

6 

Income Determinations. — The Committee is concerned 
that eligibility determinations for the National 
School Lunch Program and the School Breakfast 

Program includes the value of the Basic Allowance 
for Housing received by members of the military 
living off base in privately owned property. 

However, the value of on-base housing and stipends 
received by service members living in housing owned 
by the military and operated by contractors is not. 
Some military families view this practice as 
unfair. The Committee requests a report on the 
number of military families that are ineligible for 
these programs because of income determinations 
that include the Basic Allowance for Housing. 

(Senate Report 112-163) 

In. development. 

7 

SNAP Fraud Abuse. — To prevent the potential for 
fraud, the Secretary is urged to continue to 
explore information from information broker 
services that might help to inform the 
authorization of SNAP retailers and use its 
suspension and debarment authority to prevent 
repeat offenders from re-entering and defrauding 

SNAP or any other Federal program. USDA is 
directed to submit a report to the Committees 
detailing plans to prevent future fraud and 
improper payments, including efforts to debar or 
exclude both vendors and participants from the 
receipt of benefits if found guilty of fraud or 
abuse. (Explanatory Statement) 

In clearance. 
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Congressional Directives 

Status 

8 

WIC Food Cost bfenagement. — The Committee supports 
USDA's efforts to rein in the cost of WIC food 
items in the State of California and elsewhere, but 
the Committee is concerned about the wide range of 
variation in average food costs per participant 
among the States and expects the Department to do 
more in this area. Federal regulations require 
that State agencies implement a vendor peer group 
system, com^petitive price criteria, and maximum 
allowable reimbursement levels so that the program 
only pays competitive prices for foods. As 
demonstrated in USDA's oversight of the California 
program, USDA has the ability to intervene and 
require State agencies to reduce the maximum dollar 
amLOunt the State agency reimburses for food items. 

The Commiittee directs the Department to report to 
the Committees on Appropriations on the steps USDA 
is taking to encourage additional cost-containment 
practices in the States and/or initiatives to 
reduce the maximum reimbursement rate where 
warranted. USDA is directed to include the 
following analyses of: 1) States whose costs for 

WIC foods are significant higher when purchased by 
WIC than those same foods when purchased outside of 
the WIC programs; 2) vendor-group average costs t:o 
understand whether the types of abuses and vendor 
management isssues cited in the House report are a 
systemic issue and ways to ma.nage these specific 
issues; and 3) any management recommendations or 
actions USDA will take to ensure program integrity 
going forward. (House Report 112-542) (Explanatory 
Statement) 

In development . 


Mr. Aderhoit; A press release from March 28, 2013, announced the 
launch of the SNAP Nutrition Education and Obesity Prevention Grant Program. 
The release states, "This program expands the scope of the existing SNAP 
education program by providing states with additional flexibility to support 
targeted nutrition education and obesity prevention activities according to 
the needs of SNAP recipients and low-income families in their state. Under 
this new program, states could use the funding for a variety of activities 
including bringing farmers markets to low income areas, developing policies 
for addressing food deserts in low-income areas, or educating SNAP retailers 
on how to stock healthier food options." This use of funding seems like a 
direct overlap of programs already being carried out by USDA, especially in 
regards to bringing farmers markets to low incom.e areas or addressing food 
deserts, and not consistent with Congressional intent for this program. 
Please cite your authority to use SNAP-Ed funding for such projects. 


Response: The funding authority for nutrition education of SNAP 
participants and other low-income individuals is the Food and Nutrition Act 
of 2008 (FNA) as amended by the Healthy Hunger-Free Kids Act of 2010 (HHFKA) . 
The HHFKA added Section 28 to the FNA, removing the existing nutrition 
education program in SNAP and replacing it with the Nutrition Education and 
Obesity Prevention Grant Program. Under this authority SNAP-Ed has been re- 
shaped to provide outcome-driven interventions based on the Dietary 
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Guideliaes for Americans through a variety of approaches with a focus on 
preventing obesity. 

The HHFKA increases State opportunities to use public health and 
environmental approaches and interventions implemented at multiple levels, in 
addition to more traditional nutrition education efforts. The Act permits, 
and the Food and Nutrition Service encourages. States to leverage their SNAP- 
Ed funding by coordinating outcome-based activities with other health 
promotion and nutrition improvement strategies to encourage adoption of 
healthy food choices and other obesity prevention efforts. These types of 
activities have been identified by the Food and Nutrition Services in 
consultation with the Centers for Disease Control and Prevention as called 
for in the KKFKA. 

Bringing farmers markets to low-income areas and addressing food 
deserts using SNA?-Ed funding are not duplicative of other USDA-funded 
activity. These SNAP-Ed efforts are conducted in coordination with other 
publicly or privately funded groups, including community-based organizations. 
Funding of EBT equipment is not permitted with SNAP-Ed funds but educating 
farmers about the nutrition needs of low-income families, directing clients 
to farmers markets, and providing education at these markets in low-income 
areas are appropriate SNAP-Ed activities. Likewise, educating retailers and 
strategizing with other collaborators to identify how healthier foods may be 
offered in low-income areas with limited access to healthy foods, such as in 
food deserts, are appropriate SNAP-Ed public health approaches to address 
obesity and promote healthy food choices, and do not overlap with other USDA 
activities . 


Mr. Aderholt: In March 2013, QSDA released a report, "Evaluation of 
the Fresh Fruit and Vegetable Program," which was prepared by Abt Associates. 
Please provide the cost of this report. How many other contracts for studies 
does Abt Associates have with FNS? 

Response: The Evaluation of the Fresh Fruit and Vegetable Program 

total cost was $3, 529, 587 . This evaluation included both the research 
questions covered by the authorization and funding in the Food, Energy and 
Conservation Act of 2008, and additional research items included in the study 
but not required by law. 

Abt Associates currently has 5 ongoing contracts with FNS. 


Potential Duplication of Federal Nutrition Programs 

Mr. Aderholt: Please provide a list of all Federal Programs, including 
those in the Department of Health and Human Services, that provide nutrition 
assistance and nutrition education to the public as well as the Agency 
providing those services and their respective budgetary resources for FY 2012 
and estimated for FY 2013 and FY 2014. 

Response: A 2010 General Accounting Office Report ("DOMESTIC FOOD 
ASSISTANCE: Complex System Benefits Millions, but Additional Efforts Could 
Address Potential Inefficiency and Overlap among Smaller Programs," GAO-10- 
346, Table 2, pp. 8-11) identified the following 18 programs that focus 
primarily on pror^iding food and nutrition assistance to low-income 
individuals and households. Most of the FNS programs also provide nutrition 
education to their clients. 
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The information is provided for the record. 

[The information follows;] 

U S DA Food and Nutrition Service 

1. Child and Adult Care Food Program 

2. Commodity Supplemental Food Program 

3. Community Food Projects Competitive Grants Program (funded through FNS 
appropriation) 

4. Food Distribution Program on Indian Reservations 

5. Fresh Fruit and Vegetable Program 

6. National School Lunch Program 

7. Nutrition Assistance for Puerto Rico 

8. School Breakfast Program 

9. Senior Farmers' Market Nutrition Program 

10. Special Milk Program 

11. Summer Food Service Program 

12. Supplemental Nutrition Assistance Program 

13. The Emergency Food Assistance Program 

14. Special Supplemental Nutrition Assistance for Women, Infants, and 
Children (WIC) 

15. WIC Farmers' Market Nutrition Program 

DHS - Fed e ral Emergency Management Agency 
1. Emergency Food and Shelter National Board Program 

HHS - Administration on Agin g 

1. Elderly Nutrition Program: Home-Delivered and Congregate Nutrition 
Services 

2. Grants to American Indian, Alaska Native, and Native Hawaiian 
Organizations for Nutrition and Supportive Services 

In addition, USDA's Center for Nutrition Policy and Promotion (CNPP) 
provides nutrition education and promotion resources for the general public, 
including the implementation of the 2010 Dietary Guidelines and MyPlate. CNPP 
does not provide nutrition assistance benefits. 

Budget resources for the USDA - Food and Nutrition Service programs, as 
well as the Center for Nutrition Policy and Promotion, for FY 2012, and. 2013 
are listed in the table t.hat follows: 

The information is provided for the record. 

[The information follows;] 
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Food and Nutrition Service Available Funds 
2012 Actual and Estimated 2013 
(Dollars in Thousands) 


Item 


2012 Actual 2013 Estimate 


Amount 

Supplemental Nutrition Assistan $72,668,669 


Program (SNAP) 

SNAP ARRA 8,342,291 

Child Nutrition Program: 

Appropriation 11,613,707 

Permanent Appropriation 205,708 

Transfer from Section 32„..„ 6, 749, 898 

Total - Child Nutrition Pr 18,569,313 


Amount 
$75, 768, 120 

6,819,099 

12,207,585 
471,998 
7, 697,031 
20,376, 614 


Special Supplemental Nutrition 7,167,986 7,104,531 

Program for Women, Infants 0 0 

and Children (WIC) 


Commodity Assistance Program......... 282, 947 287,593 

Nutrition Programs Administrati 131,159 133,319 

CNPP 4,004 4,029 

Total - NPA 135,163 1^7,348 

Total, Food and Nutrition 


Service Funds. 


107, 166, 369 110,493,305 



Office of the Chief Information 281 0 

Departmental Management 30 0 

Foreign Agricultural Service 58 0 

Food Safety and Inspection Serv 10 0 

Economic Research Service 10 0 

Office of the Inspector General 13 0 

National Appeals Division 52 0 

Natural Resources and Conservation 

Service 183 0 

Farm Service Agency 10 0 

Rural Development 36 0 

Total, Agriculture Appropri 683 0 

Other Federal Funds: 

Army Audit 7 0 

Labor 51 0 

Federal Executive Board 222 0 


Total, Other Federal Funds.. 


Potal, Food and Nutrition 107, 167,332 .110, 493,305 
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Mr. Aderkoit: Update the Subcommittee on any new efforts in the last 
24 months to coordinate activities, reduce duplication and improve 
efficiencies across the 18 or more nutrition assistance programs operated, by 
the Federal Government. 

Response: In o.rder to maximize efficiencies within USDA' s current 

authority, FNS promotes policy and operational changes that streamline the 
application and certification process; enforces rules that prevent 
simultaneous participation in some programs with similar benefits or target 
audiences; and reviews and monitors program operations to minimize waste and 
error. For example, FNS has worked with Congress to enact changes in the 
National School Lunch Program such as requiring direct certification of 
students for free meals using Supplemental Nutrition Assistance Program 
(SNAP) data; and simplifying the certification process by requiring a single 
application for all children in a household. While some of FNS's programs 
have similar purposes or benefits— such as SNAP and the Food Distribution 
Program on Indian Reservations (FDPIR) - simultaneous participation in such 
circumstances is prohibited. 

USDA's new Blueprint for Stronger Service is an ongoing effort to 
modernize and accelerate service delivery while improving the customer 
experience through use of innovative technologies and business solutions. 

Over the last few years, FNS has worked hard to do more with less. To manage 
current and future budget challenges, and to ensure that critical investments 
in both urban and rural America continue, FNS has taken a variety of steps 
to cut costs and improve services, including: 

• Since 2002, FNS has reduced its staff years by 139; 

• The requirement for direct certification for free school meals in 
conjunction with SNAP (described above) eliminated the need for paper 
applications for millions of low-income children. The estimated 
reduction in burden hours for program participants is roughly 113,000 
hours per year; 

• FNS initiated aggressive new tactics to protect valuable taxpayer 
investments in SNAP by investigating illegal activity. In 2011, the 
program investigated nearly 798,000 cases of recipient fraud, resulting 
in over 46,000 persons being disqualified from SNAP. Additional 
investigative work resulted in 1,387 retailers being permanently 
disqualified from SNAP in E’Y 2012; 

• The SNAP program recently reached a record level of payment accuracy, 
at 96.2 percent. Payment errors are less than half what they were 
since enactment of the Improper Payments Information Act of 2002; 

• FNS supports state efforts to improve the efficiency and effectiveness 
of SNAP operations through a range of strategies, including a one stop 
"Modernization Central" intranet page that provides information on 
policy options, waivers, technology strategies and administrative 
process improvements; and 

• In an effort to become a more efficient organization, FNS has closed 31 
field offices in 28 states, as technologies such as telework are 
embraced . 


Mr. Aderholt: Hovj much is being spent in the SNAP, CNP, and WIC for 
studies and evaluations in fiscal year 2012 and 2013? Kow much will be 
assumed in the fiscal year 2014 budget request? 


Response: The information is provided for the record. 



212 


[The information follows:] 


Program 

FY 2012 
($ thousands) 

FY 2013 
($ thoiisands) 

SNAP 

$11,500 

$13, 252 

Child Nutrition 

$25, 883* 

$49, 467'*' 

WIC 

$14, 812 

$7, 229 


■'Includes obligations for evaluation of the Summer Food for Children Projects, funded in FY 2010 
appropriation, and projects funded by the Healthy, Hunger-Free Kids Act of 2010. 


Mr. Aderholt: Please provide the organization chart for the Office of 
Policy Support as well as a listing of positions for the Office of Research 
and Analysis and the Office of Strategic Initiatives, Partnerships and 
Outreach. Additionally, please provide the total number of employees and the 
total operating budget for each office for fiscal years 2011, 2012 and 
estimated 2013. 

Response: The Office of Policy Support, which includes the Associate 
Administrator for Policy Support, the Deputy Associate Administrator for 
Policy Support, and an Administrative Officer, was not managed as a separate 
organization; its budget and administrative functions were integrated as part 
of the Office of Research and Analysis. In addition, the Associate 
Administrator and Deputy Associate Administrator acted as Director and. 
Assistant Director, respectively, of the Office of Research and Analysis. The 
information is provided for the record. 

[The information follows:] 




213 


Organization 

FY20n 



FY 2012 



FY 2013 (estimated) 

Saiarv' and 
Benefits 

All Other 
Expends 

Salary and 
Benefits 

Aii other 
Expenses 

Salary and 
Benefits 

All 

Other 

Expenses 

Office of Research and 
Analysis {includes Office of 
Policy Support costs) 

S5. 1 million 

$66. i 
miiiion* 

$4.9 million 

$51.1 

million* 

$6,0 

million 

$101.7 

million* 

Office of Strategic 
initiatives. Partnerships and 
Outreach 

SI. 8 miiiion 

$8.3 miiiion 

SI .5 million 

$3.7 million 

$1.2 

million 

$IJ 

million 


*ORA expense figures include the Agency’s research and evaluation 
funding. 
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Office of Research 
and Analysis 

AA vr POii ■*¥ S Jpocrf uO n- ,> 
As&'AUi'rt I>ror1fx 


PlariPinq ai'd 
Ri^ulatoiy Affairs B-ii .'. 


f ^ 




f' 

Family Programs 

Senior Nutrition 

1 


Special Nutrition 

Staff 

Ativisor 



Staff 

V J 


J 



Family Programs 
Analysis Branch 


Family Programs 
Evaluation Branch 


Special Nutrition 
Analysis Branch 


Special Nutrition 
Evaluation Branch 


: ; , . OfTice of Strategic - 
Initiatives, Partnerships 
J Outreach 

- '^./t^-'Director 


Outreach Branch 


n 

Strategic Initiatives/ 
Partnerships 
Branch 


Position Title 

Pay Plan 

Grj;ir 
Series Luvol 

Number 
of SY 

vtr f ICE or POLICY SUPPORT 


PROGRAM MANAGER (ASSOCIATE ADMINISTRATOR) 

ES 

1340 1 0 


PROGRAM MANAGER (DEPUTY ASSOCIATE ADMI) 

GS 

^40 1 15 


ADMINISTRATIVE OFFICER 

GS 

341 1 14 

1 

OFFICE OF RESEARCH AND ANAUYStS 




SECRETARY (OA) 

GS 

318 1 9 

1 I 
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Position T?tle '' ' 

s 

m 

9 

CLK 

GS 

303 

4 

1 

NUTRITIONIST 

GS 

630 

15 

1 

SUPV SOCIAL SCIENCE POLICY ANALYST 

GS 

101 

15 

1 

SUPERVISORY PROGRAM ANALYST 

GS 

343 

14 

1 

MANAGEMENT ANALYST 

GS 

343 

12 

2 

REGULATORY REVIEW SPECIALIST 

GS 

301 

12 

2 

SUPERVISORY PROGRAM ANALYST 

GS 

343 

15 

1 

MANAGEMENT & PROGRAM ANALYST 

GS 

343 

14 

1 

SECRETARY (OA) 

GS 

318 

7 

1 

SUPRVSY SOCIAL SCIENCE POLICY ANALYST 

GS 

101 

14 

1 

PROGRAM ANALYST 

GS 

343 

13 

2 

SOCIAL SCIENCE POLICY ANALYST 

GS 

101 

13 

5 

PROGRAM ANALYST 

GS 

343 

12 

1 

LEAD SOCIAL SCIENCE RESEARCH ANALYST 

GS 

101 

13 

1 

SUPV SOCIAL SCIENCE RESEARCH ANALYST 

GS 

101 

15 

1 

SOCIAL SCIENCE RESEARCH ANALYST 

GS 

101 

13 

10 

SUPERVISORY PROGRAM ANALYST 

GS 

343 

15 

1 

MANAGEMENT & PROGRAM ANALYST 

GS 

343 

15 

1 

LEAD SOCIAL SCIENCE RESEARCH ANALYST 

GS 

101 

14 

1 

SUPERVISORY SOCIAL SCIENCE RESEARCH AN 

GS 

101 

14 

1 

OFFICE OF STRATEGIC INITIATIVES, PARTNERSHIP & OUTREACH 



PROGRAM MANAGER 

GS 

340 

15 

1 

SUPERVISORY PROGRAM SPECIALIST 

GS 

301 

14 

2 

PROGRAM ANALYST 

GS 

343 

13 

4 

GLOBAL INITIATIVES COORDINATOR 

GS 

301 

13 

1 

SECRETARY (OA) 

GS 

318 

8 

1 

STUDENT TRAINEE 

GS 

399 

4 

2 


Mr. Aderholt; How has ERS provided practical, operational research to 
improve program operations? Please provide specific examples. What studies 
and evaluations would be performed by FNS if they are authorized? How would 
studies performed by ERS and FNS be defined to ensure no duplication? 

Response: FNS and ERS have a study agenda that meets the needs of FNS 
as the action agency and ERS as a provider of economic information and 
research. In fiscal year 2012, for example, ERS continued its reporting on 
the extent of food insecurity and hunger in America and completed an analysis 
of the relationship between U.S. economic conditions and participation in the 
U.S. Department of Agriculture's five largest nutrition assistance programs. 
These kinds of studies provide performance information that can be used to 
better understand program dynamics and outcomes, and help to identify areas 
for improvement. 

The two agencies consult frequently on research plans and priorities to 
avoid duplication, and collaborate when appropriate to capitalize on the 
agencies' strengths and expertise. As an example of the latter, FNS is 
working with ERS on the National Household Food Purchase and Acquisition 
Study, a nationally representative survey of household food purchases and 
acquisitions that will permit comparisons between SNAP participants and non- 
participants. This information will help to identify differences, if any, in 
the shopping between SNAP clients and other consumers that can help inform 
potentially policy changes to support healthy eating. 
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Mr. Aderhoit: Provide a list of all ongoing studies and evaluations 
that are being conducted in all areas of FNCS including the Center for 
Nutrition Policy and Promotion. Include a brief description of the study, 
the total projected cost, the amount spent to date, when it started, when it 
will be completed, whether it is being done in-house or contracted out, who 
the contractor is, and whether it was mandated by'- law or not. Also include 
studies that were completed in fiscal year 2012. 

Response: Response: An updated list of all ongoing studies and 
evaluations conducted by FNS and the Center for Nutrition Policy and 
Promotion is included for the record. Unless an item specifically says that 
it is being done in-house, the research is supported by contracts, grants, 
and cooperative agreements with public and private organizations. 

[The information follo’ws:] 


Food and Nutrition Service Studies and Evaluations 
Ongoing Studies 

Supplemental Nutrition Assistance Program 

Characteristics and Circumstances of Zero-Income SNAP Households 


While zero-income households make up nearly 20 percent of the SNAP caseload, 
there is limited information about their characteristics, their circumstances 
and the extent these change from month-to-month, and their patterns of 
benefit redemption. This study seeks to better understand these factors by 
examining multiple years of national survey data to look at participation 
patterns of zero-income households at different points in time and by 
interviewing about 50 zero-income households. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$435, 612 
$225,291 
May 2011 
May 2014 

Insight Policy Research 
No 


Understanding the Causes and Costs of SNAP Churning 


To varying degrees, all States experience churning in the SNAP caseload, the 
phenomenon in which participating households leave the program at 
recertification (or some other point) despite remaining eligible and then 
return within 4 months. Improving retention would increase participation 
(possibly in a manner more cost-effective than outreach) and may reduce some 
administrative costs. Using Interview data and administrative records, this 
study will exam.ine the prevalence and reasons for churning, along with the 
marginal administrative costs of processing an application compared to a 
recertification through a set of case studies in six States. Information on 
practices used to improve retention also will be collected to help identify 
best practices. 


Total Projected Cost: 
Am.ount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 


$802,202 

$217,556 

August 2011 

August 2014 

The Urban Institute 
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Congressional Mandate: No 

Analytical Support for SNAP Policy Development 


This is blanket purchase agreement with several small businesses for a 
variety of smaller tasks to address specific SNAP or methodological questions 
useful to program managers or policymakers. In FY 2012, five tasks were 
awarded to examine (1) cash food expenditures among SNAP recipients 
(complete), (2) the feasibility of developing a modeling tool for SNAP civil 
retailer penalties (ongoing), (3) methods for matching ZIP Codes to 
administrative geographic boundaries (complete), (4) NHANES data on food 
consumption of SNAP and other low income populations (complete), (5) the 
evidence base connecting food access to diet and health outcomes (complete) 
and (6) SNAP participation by Congressional District (ongoing). Additional 
tasks will be awarded in FY 2013. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Names of Contractors: 
Congressional Mandate : 


$252,872 
$145, 482 
June 2012 
August 2013 
Econometrica, Inc. 
No 


McFarland and Associates 


Measuring Food Stamp and Other Nutrition Assistance Program Access, Trends, 
and Impacts 

This contract provided support for estimating effects of potential program 
changes and for short-turnaround analyses of current issues from February, 
2011 through January 2014. In addition, it included analysis of 
participation rates for 2010 (completed) and 2011 (ongoing) and household 
characteristics for 2010 (completed), 2011 (completed) and 2012 (ongoing), a 
study on the characteristics and dietary patterns of healthy eaters and less- 
healthy eaters in the low-income population (completed), and for regular 
updates of the two microsimulation models (ongoing) . Impact analyses under 
the contract supported many FNS legislative and budgetary proposals every 
year. Other organizations, such as the Congressional Budget Office, 
community organizations, and private research firms, rely on the regular 
publication of these studies. 


Total Projected Cost: 
Amount Spent to Date: 
Start Da'te: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$4,891,741 
33,039,555 
February 2011 
July 2014 

Mathematica Policy Research 
No 


Evaluation of Reaching the Underserved Elderly and Working Poor in SNAP Pilot 
Grants 

This project evaluates six demonstration projects that focus on increasing 
SNAP access to either the working poor or the elderly. The study is using a 
double-difference design, examining changes in caseloads during the 
domonstrations compared to before and after the demonstration projects and 
compared to in control sites. It also examines the impact of the pilots on 
program costs. 

Total Projected Cost: 

Amount Spent to Date: 

Start Dace: 


$1,530,424 
$1, 499, 523 
September 2009 



Completion Date: 

Name of Contractor: 
Congressional Mandate: 
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September 2013 

Mathematica Policy Research 

Yes 


Feasibility Study of Capturing SNAP Purchases at the Point of Sale 

This project assesses the feasibility of creating a data collection system 
that v;ould automatically deliver item-level purchase data on food purchases 
made by SNA? househo].ds v/ith their electronic benefit transfer (EBT) cards. 
The primiary objectives of this study are (1) to conduct basic requirements 
gathering to determine the technical parameters for such a system; (2) to 
provide FNS with a feasibility study that examines technical alternatives, 
including relevant cost and policy issues; and (3) to perform and report on 
limited proof-of-concept tests of up to three solutions selected by FNS. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate 


$1, 511, 717 
$ 241,125 

September 2012 
September 2015 
IMPAQ International 
No 


Impact of Implementation of the Affordable Care Act (ACA) on SNAP Operations 
and Participation 

The Patient Protection and Affordable Care Act (ACA) will be implemented by 
States at the end of 2013, with new eligibility guidelines taking effect on 
January 1, 2014. Many of t.he newly eligible may already be participating in 
SNAP. Likewise, some new Medicaid applicants may be eligible but not already 
participating in SNAP. States have vastly different levels of integration in 
their management of Medicaid and SNAP, ranging from little connection to use 
of the same caseworkers to process applications for both programs. This study 
will examine, using case studies from six States, how the implementation of 
ACA and the newly streamlined Medicaid eligibility and enrollment systems 
will affect SNAP enrollment and participation, as well as identify any 
opportunities for coordinating SNAP and Medicaid enrollment processes. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate; 


$935, 123 

$100, 510 

September 2012 

March 2016 

The Urban Institute 

No 


Diet Quality of Americans by Nutrition Program Participation Status: 2005- 
2010 


This project examines the relationship between nutrition assistance program 
participation and nutrient intake, diet quality, weight status, and food 
choices, using data from the National Health and Nutrition Examination Survey 
(NHANES) . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 


$466,202 
$ 56,627 
September 2012 
September 2014 

Walter R. McDonald Associates 
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Congressional Mandate: No 

Examination of the Adequacy of Food Resources and SNAP Allotments 

SNAP benefits are intended to alleviate food insecurity, improve diet quality 
and generally relieve poverty by freeing up family resources to meet other 
basic needs. Many question the adequacy of SNAP benefits, citing food 
preparation requirements, cultural food preferences, food access constraints 
and other challenges that make current benefits insufficient and propose 
various increases. This project convened a workshop, under the auspices of 
the National Academies, to explore the potential and feasibility of 
establishing an objective, evidence-based, science-driven definition of 
benefit adequacy. The workshop surfaced issues relevant to defining benefit 
adequacy, identify data requirements and research approaches necessary to 
establish an operational definition of adequacy and to support an empirical 
comparison to SNA? benefit levels, and suggest strategies to meet any 
information needs. Prepublication copy of the consensus report was released 
in Jan’uary 2013. 

Total Projected Cost: $600,000 

Amount Spent to Date: $267,254 

Start Date: September 2011 

Completion Date: April 2013 

Name of Contractor: Institute of Medicine 

Congressional Mandate: No 

Foods Typically Purchased with SNAP Benefits 

All available evidence indicates that the diets and food choices of most 
Americans are less than ideal, and that the diets and food choices of low- 
income individuals are most striking in their similarity rather than their 
differences with higher income individuals. Some have raised concerns that 
SNAP benefits are spent on unhealthy foods, but available data do not 
directly answer the question of what SNAP recipients buy with their benefits. 
This study uses alternative food purchase data from large store chains to 
estimate the proportion of SNAP benefits spent on different foods. 

Information obtained from this study can inform policy, nutrition education 
and environmental initiatives to enhance the food choices of SNAP 
participants . 

Total Projected Co.st: $739, 802 

Amount Spent to Date: $493,297 

Start Date: September 2011 

Completion Date: July 2013 

Name of Contractor: Impaq International 

Congressional Mandate: No 

Nutrition Assistance Client Shopping Patterns at Farmers' Markets 

This study will focus on SNAP participants' use of farmers' markets to redeem 
benefits, to better understand who does and does not use farmers' markets and 
why, what foods they purchase there, and how such markets fit into their 
overall food shopping. There will be at least two components of the project: 
an analysis of E3T transaction data and a survey of SNAP participants 
(including some who do and some who do not shop at farmers markets) . 


Total Projected Cost: 
Air.ount Spent to Date: 


$1,296,609 
$ 169,278 
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Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


September 2011 
October 2014 
Westat 
No 


Study of Organizations Providing or Administering SNAP Incentives at Farmers 
Markets 


In recent years, a wide variety of incentive programs that allow SNAP 
participants to receive additional purchasing power for fruits and vegetables 
at local farmers' markets have been launched or expanded significantly as a 
means of increasing access to and consumption of local fresh produce. 
Generally, the incentives are funded by private donations and are 
adrr.inistered by non-profit organizations. This study would examine how these 
organizations function, concentrating on the processes they use to make 
decisions about funding individual markets and what secondary goals they have 
related to local agriculture. The study consists or interviews with 
representatives of organize cions involved in incentive programs and 
evaluation of their self-evaluation data. 


Total Projected Cost: 
AjTLOunt Spent to Date: 
Stare Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$495, 970 
$147,734 
September 2011 
October 2014 
Westat 
No 


Roles and Effectiveness of Community-based Organizations in SNAP 


Cominunity-based organizations (CBOs) play an increasingly important role in 
supporting SNAP outreach and applications. As the eligible SNAP population 
grows and State resources for program administration decline, CBOs have 
acquired new functions to facilitate SNAP participation. One of the most 
important new roles is the responsibility for conducting interviews with SNAP 
applicants. The variety among CBOs with respect to the clients they serve, 
how they provide SNAP-related services, and the nature of their relationships 
with local SNAP agencies is considerab.le. The initial phase of this study is 
to carry out a set of evaluations in several States conducting applicant 
interviews under FNS waiver authority. Data would be collected from both, 
waived areas and comparison sites within each State to compare application 
activity, participation, payment accuracy and client satisfaction. In 
addition, interviews would be conducted with program staff and CBOs to 
systematically describe implementation and operational procedures. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$657,465 
$ 97,779 
August 2011 
August 2014 

Insight Policy Research 
No 


Assessments of the Contributions of an Interview to SNAP and Benefit 
Determinations 

This study is a rigorous evaluation of the impact of the no-interview 
approach to client screening when certifying applicants for SNA? benefits on 
error rates, benefit .levels, administrative efficiency and customer 
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satisfaction. The evaluation 
North Carolina, and Utah. 

Total Projected Cost: 

Amount Spent to Date; 

Start Date: 

Completion Date: 

Name of Contractor; 
Congressional Mandate 


will be conducted in three states 


$1, 998,362 
$ 553,869 

September 2010 
July 2014 

Mathematica Policy Research 
No 


Oregon, 


SNAP Education and Evaluation Study (Wave II) 

This project is a follow-on to the previous evaluation of four SNAP-Sd 
interventions. The research objectives are the same as those for Wave I, but 
this second round, the three competitively chosen projects offer more 
intensive nutrition education. Given the large number and wide variety of 
nutrition education initiatives currently in operation, an additional set of 
projects expands the Agency's ability to identify best practices. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,350,922 
$2,093,257 
September 2009 
September 2013 

Altarum and Research Triangle Institutes 
No 


Healthy Incentives Pilot (HIP) Evaluation 


This project will evaluate the impacts of Healthy Incentives Pilot on the 
consumption of fruits and vegetables among participants in the Supplemental 
Nutrition Assistance Program (SNAP) . Pilot test participants, in Hamden 
County, Massachusetts, will earn financial incentives at the point-of-sale 
for fruits and vegetables purchased with SNAP benefits. The pilot operated, 
from November 2011 - December 2012. The evaluation utilises random 
assignment of SNAP participants to treatment and control groups and a 
rigorous 24-hour dietary recall interview methodology for collecting dietary 
intake data. Data were also collected from SNAP retailers, MA Department of 
Transitional Assistance staff, and community partners to (1) describe the 
process of implementing HIP; (2) assess outcomes for State and local SNAP 
staff, their community partners, and SNAP retailers; and (3) determine costs 
associated with pilot and any potential expansion. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$10, 129,726 
$ 7,215,886 
July 2010 
February 2014 
Abt Associates, Inc. 
Yes, 2008 Farm Bill 


The Effect of Supplemental Nutrition Assistance Program Participation on Food 
Security 


The objective of this project is determine how, if at all, the prevalence of 
household food insecurity and amount of food expenditures vary with SNAP 
participation; to determine how, if at all, the observed results vary by key 
household characteristics and circumstances; and to determine what factors 
distinguish between food-secure and food-insecure SNAP households with 
chi.ldrcn. 



222 


Projected Total Cost: 
Atnounl Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$4,042, 125 
$3,516,023 
July 2010 
July 2013 

Matheraatica Policy Research, Inc. 
No 


Understanding Childhood Hunger 


The objective of this research grant program is to develop a clearer and more 
comprehensive understanding of why children experience very low food security 
in the United States. Nutrition assistance programs address the econoirdc 
factors that are associated with hunger, and food insecurity measures 
describe the experience of disrupted eating patterns or reduced intake due to 
limited resources. The ensuing research grants will produce information that 
can form an integrated research framework, stimulate new and innovative 
research on childhood hunger, and examine the implications for nutrition 
assJ. stance programs. The first round of grants was awarded in FY 2010, the 
second round in FY 2011, and the third round in FY 2013. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$6,499, 983 
$5,297, 485 
September 2010 
September 2015 

University of Kentucky Research Foundation 
No 


Promising Practices for Reducing SNAP Recipient Fraud 


The objective of this project is to identify promising practices for reducing 
recipient redemption fraud. A symposium that engages a range of stakeholders 
including State staff and EBT processors, to identify ideas, tools, and 
techniques that could be implemented to identify and prevent redemption fraud 
by SNAP recipients will be a primary means of data collection. The cost, 
operational feasibility, and potential consequences for SNAP participants 
will be addressed. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

C c:mp 1 e t i o n Date: 

Name of Contractor: 
Congressional Mandate: 
Uniform Coding of Food 


$246,718 

$0 

August 2012 
October 2013 

Manhattan Strategy Group, 
No 

ta Feasibility Study 


LLC 


The objective of this study is to develop a food categorization and reference 
system capacity which would allow FNS staff to classify food data from 
multiple sources and integrate it with information from existing databases 
(such as the Food and Nutrient Database for Dietary Studies-FNDDS for 
example.) The result should include flexible hierarchical data coding 
structures which allow users to examine, link or aggregate food purchase data 
for use in further analysis. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 


$452, 543 
$ 55,652 
September 2012 
January 2014 
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Name of Contractor: Empower IT, Inc. 

Congressional Mandate: No 

The Extent of Trafficking in the Supplemental Nutrition Assistance Program: 
2009-2011 


This study is the sixth in a series of periodic analyses the estimate the 
extent of trafficking in the SNAP program. It will produce estimates of the 
proportion of benefits trafficked, the amount of benefits trafficked, and the 
proportion of retailers involved in trafficking. In addition, it includes an 
expert panel that will examine new methods for calculating estimates of 
trafficking and a feasibility paper for creating State level estimates. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$ 282,583 
$ 26,655 

September 2012 
October 2013 
ICF International 
No 


Evaluation of Increasing SNAP Participation Among Medicare' s Extra Help 
Population Pilot Projects 


The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act, 2010 (PL 111-80) provides the Food and Nutrition 
Service (FNS) with funds to test the effectiveness of pilot projects designed 
to increase elderly participation in the Supplemental Nutrition Assistance 
Program (SNAP) . Historically, elderly individuals who are eligible for SNAP 
have the lowest participation rates among all demographic groups. The pilot 
projects seek to increase participation in SNAP among beneficiaries of 
Medicare's Extra Help (also called the Low Income Subsidy or LIS) by using 
data from LIS applications. Since Extra Help and SNAP eligibility 
requirements are not identical, these pilot projects will test the most 
effective method of using LIS application data to increase SNAP participation 
among Extra Help beneficiaries who are eligible but not participating in 
SNAP. The grantees have implemented their pilots, comparison sites have been 
selected, and the pilots are in the last year of operations. It is too early 
to report any findings. 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,718, 407 

$1,150,114 

September 2010 

September 2014 

Mathematica Policy Research 

Yes 


Enhancing Completion Rates for SNAP Quality Control Reviews 


The purpose of this study is to identify the factors that consistently lead 
to incomplete cases among active cases sampled for review and to recommend 
ways to enhance the completion rates. The objectives of this study include 
1) gaining an understanding of the QC review process, specifically the 
process that leads to designating a case review as incomplete; 2) examining 
the characteristics of the incomplete cases as compared to complete cases; 3) 
identifying the problems that the QC reviewers face when attempting to 
complete cases; and 4) recommending ways to enhance the completion rates for 
SNAP QC reviews. This study will examine the QC process in each State, 
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including the District of Columbia, Guam and the Virgin Islands and Federal 
Regional offices. 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate; 


$1, 808, 609 
$ 236,292 

September 2012 
September 2015 
Insight Policy Research 
No 


WIC 

National and State-level Estimates of WIC Eligibles and WIC Program Reach, 
2011 t^date 


This study will update the estimates of the WIC-eligibie population for the 
U.S., for each of the 7 FNS regions, and for each of the 50 States, the 
District of Columbia, and five U.S. territories: the Commonwealth of Puerto 
Rico, the United States Virgin Islands, Guam, American Samoa, and the 
Commonwealth of the Northern Mariana Islands. Estimsates will include 
breakdowns of each of the eight participant subgroups: pregnant women, 
infants, children at each year of age (ages 1, 2, 3, and A), breastfeeding 
women, and postpartum non-breastfeeding womien. These estimates are used to 
help allocate funding in the WIC funding formula and to track the national 
WIC coverage rate. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor; 
Congressional Mandate: 


$65,309 

$0 

October 2012 
August 2013 
Urban Institute 
No 


WIC Food Cost Report and Market Analysis 


This project will analy7.e data from the WIC Participant and Program 
Characteristics data sets, other E’NS administrative data, and food cost data 
to prepare a report on WIC food cost by category and commodity. The report 
will include both the pre-rebate and post-rebate costs for the various 
categories of WIC foods (milk, cheese, eggs, juice, cereal, infant formula) . 
It will also provide updated estimates of the relative cost of the average 
food package by category of participant. In addition, the report will 
estimate the impact of WIC food expenditures on the broader food market by 
commodity type. The information is useful in understanding and forecasting 
the impact of food cost changes on WIC program costs. 


Total Projected Cost; 
Am.ount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$127,265 
$ 63,600 
September 2011 
May 2013 
Urban Institute 
No 


WIC Vendor Management Practices Data Aging, Fy2012 Update 


This study updates the annual aging of data on WIC vendor erroneous payments 
for reporting in the USDA Performance and Accountability Report (PAR) . It 
helps fulfill the requi rem.ents of the Improper Payments Accountability Act of 
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2002 (PL 107-300). Using a statistical procedure called "raking", data from 
the bookend study of WIC vendor payments in 2004-2005 are adjusted using 
administrative data reported by States and maintained in the Integrity 
Profile (TIP) database. The TIP database includes reports of findings from 
the required covert compliance purchases at WIC vendors conducted on an 
ongoing basis by State WIC agencies. Annual aging of the data from the 2004- 
2005 study will be needed until results from the WIC Vendor Management Study- 
2 are available. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$111,263 
$ 15,214 
September 2012 
November 2013 

Walter R. McDonald & Associates 

Yes (supports compliance with ?L 107-300) 


WIC-Medicaid Cost-Benefit Study 


The first FNS-sponsored WIC Medicaid Study, published in 1991, found that in 
1987-88, every dollar spent on WIC services to iow-income pregnant women 
saved $1.77 to $3.13 in Medicaid cost during the first 60 days following 
delivery. The present study will enpiore the feasibility of 1) replicating 
this study to update the findings, and 2) extending the exploration of WIC 
cost-benefit and cost-ef fectiveness for pregnant wcm.en and other categories 
of WIC participants. The contract includes an option to extend the study to 
additional States if the analysis proves feasible. The cost and timing 
information provided below includes only the feasibility study. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,849, 732 
$ 419,262 

August 2010 
December 2014 

Mathematica Policy Research, Inc. 
No 


WIC Nutrition Education Study 


The main objectives of this study are to provide a nationally representative 
description of WIC nutrition education and to perform a pilot study on impact 
of WIC nutrition education on behavioral and physical activity outcomes in 
six sites. Findings from the nationally representative description of WIC 
nutrition education are to be u.sGd to inform and refine the pilot study. This 
study plans to use multiple modes of data collection from state agencies, 
local agencies, nutrition educators, and WIC participants. The multi-method 
approach includes the use of web surveys, paper-based surveys, telephone 
interviews, in-person focus groups and interviews, observations, and 
administrative data reviews to fully capture WIC nutrition education dosage, 
duration, and frequency of use by geographic distribution and local agency 
characterist ics . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 


$3,815,974 
$ 217,760 

September 2012 
September 2017 

Research Triangle Institute (Prime), Altarum and 
UC Berkeley (Subcontracts) 

No 


Dongressionaliy Mandated: 
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WIC Participant and Program Characteristics - 2012 


Data for this project has been generated from WIC State management information 
systems biennially since 1992, based on a near census of WIC participants as 
they are enrolled in the program. The project’s report summarizes demographic 
characteristics of WIC participants nationwide in April 2010, along with 
information on participant income and nutrition risk characteristics. The 
report also describes WIC members of migrant farm-worker families. A national 
estimate of breastfeeding initiation for WIC infants is included. This project 
will also deliver a data set covering the food packages issued to m.ost WIC 
participants for use in projections of program cost and other market impacts. 


Total Projected Cost: 
\mount Spent to Date: 
Itart Date: 

Completion Date: 
lame of Contractor: 
Congressional Mandate : 


$1,045,996 
$ 577,115 

September 2011 
September 2013 

Insight Policy Research, Inc. 
No 


WIC Infant and Toddler Feeding Practices Study-2 (WIC ITFPS-2) 


This national ly-representative study updates and expands upon research 
conducted in the 1990's, the WIC Infant Feeding Practices (WIC IFPS--1). The 
current study will provide contemporary information on the feeding practices 
of infants enrolled in the WIC Program shortly after birth, assessing change 
periodically over the first two years of their lives. It will determine the 
prevalence of particular feeding practices in this WIC population as they 
relate to weight status, and assess how the new WIC food packages, instituted 
in 2009, have influenced feeding practices, including breastfeeding. This 
study will also examine. the circumstances and influences that shape a 
mother's feeding decisions for their toddler to assist in further improvement 
of WIC nutrition education. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor; 
Congressional Mandate: 


$9,568,100 
$ 968,061 

September 2011 
September 2016 
Westat 
No 


WIC Breastfeeding Peer Counseling Study 

This has two components: an implementation study (Phase 1) and an impact 
study (Phase 2). Phase 1, published in spring 2010, presented a 
comprehensive and detailed picture of how the Loving Support Peer Counseling 
Program was implemented in States and local WIC agencies (LWAs) throughout 
the country. One important finding of this first phase was that there is 
variation in the implementation of the Loving Support peer counseling program 
in local WIC agencies, particularly variation in the frequency, timing and 
location of in-person peer counseling offered to WIC participants pre- and 
post-partum. The Phase 2 study will examine how specific variations in 
implementing peer counseling using the Loving Support model affect 
breastfeeding outcomes. 

Total Projected Cost; $2,566,137 

Amount Spent to Date: $1,939,370 

Start Date: September 2006 
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Completion Date: May 2015 

Name of Contractor: Abt Associates, Inc. 

Congressional Mandate: No 

WIC Breastfeeding Policies and Practices Inventory 

This project supports development of a set of data collection instruments to 
support a descriptive census of local agency breastfeeding-related policies, 
linked to breastfeeding rates. The instruments will be designed as a core 
questionnaire to assess change over time combined with modules for emerging 
interests. The project includes an initial data collection and report that 
will examine the relationship of local policies to the known profound 
geographic variation in breastfeeding rates. 


Total Projected Cost: 

Amount Spent to Date: 

Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 

USDA Center for WIC Nutrition 


$846,856 
$243,246 
May 2011 
August 2014 

Mathematica Policy Research, Inc. 
No 

Education Innovations 


This grant establishes a center for researcher-initiated projects to 
demonstrate creative approaches to evaluate or develop aspects of the Special 
Supplemental Nutrition Program for Women, Infants and Children (WIC), 
coordinate activities among researchers, and widely disseminate findings. 
Following a competition, FNS awarded a grant to the USDA/ARS Children's 
Nutrition Research Center (CNRC) at Baylor College of Medicine to establish 
the WIC Center, which will; (1) Support researcher-initiated projects that 
use a common approach to reporting findings to ensure transparency and 
facilitate a meta-analysis of all projects; (2) Coordinate activities among 
researchers; (3) Effectively use technology and digital media to achieve 
desired outcomes; and {4} Advance communication and coordination to improve 
target behaviors. The recipients of the grant and sub-grants will be required 
to publish their findings and present the results to the WIC and research 
communities to advance dissemination of the effective innovations. 


Total Project Cost: 
Amount Spent to Date: 
Start Date; 

Completion Date : 

Name of Grantee: 
Congressional Mandate ; 


$1,999,980 

$ 72,454 

September 2012 

Septe.mber 2016 

Baylor College of Medicine 

No 


WIC Vendor Management Study-2 


The purpose of this study is to examine the management of WIC retail delivery 
system^s and determine the extent to which WIC-authorized retail grocers (WIC 
vendors) adhere to program, rules. This study will provide updated estimates 
of WIC vendor overcharging and undercharging based on a nationally- 
represeritative sample of covert compliance buys using WIC food instruments. 
The results will be used for reporting under the Improper Payments 
Information Act of 2002 (IPIA) . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 


$2, 971,261 
$ 149, 890 

August 2011 
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CoiripleLion Date: 

Name of CoPxtractor: 
Congressional Mandate: 


January 2015 

Altarum Institute 

Yes (supports compliance with 


107-300) 


WIC Indicators of High Risk Vendors 

The study seeks to be descriptive in nature, evaluating the present and 
future high risk indicators in WIC vendors to identify and determine 
potential violations in the program. The objectives of the current project 
is to identify practices of programs such as SNAP, TANP, and financial 
institutions (credit and debit-card companies) that can be applied to WIC 
High Risk Vendor identification, develop and test a simulation model using 
WIC E3T data to identify high risk WIC vendors in EBT States, and identify 
design specifications for a national WIC fraud detection system. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$1,200,742 
$ 30,000 

September 2012 
March 2016 
T3 Technologies, LLC 
No 


Establish University-Based Grants to Assess WIC Impacts on Periconceptional 
Nutrition 


The grant supports one competitively-selected university, the University of 
California at Los Angles (UCLA), to award competitive sub-grants to evaluate 
the impacts of WIC on periconceptional nutrition and widely disseminate the 
findings. FNS focus for this project is the direct and indirect effects of 
WIC participation at the critical point in development surrounding the time 
of conception. The objective is to promote research partnerships between 
academic institutions and WIC agencies as well as identify cost-neutral 
approaches in four priority areas; 1) periconceptional nutrition risk 
assessment, 2) periconceptional nutrition and health promotion, 3) 
periconceptional nutrition intervention, and 4) WIC as a gateway to 
periconceptional health and healthcare. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$997,759 
$139,469 
September 2011 
September 2016 
UCLA 
No 


Child Nutrition Programs 

Regional Office Review of Applications 2012 (RORA) 


The annual RORA study examines the administrative accuracy of eligibility 
determinations and benefit issuance for free or reduced-price m.eals in the 
National School Lunch Program. The study addresses the following research 
questions: (1) Based on the information provided on applications, did the 
local educational agencies (LEAs) accurately determine household size and 
gross monthly income? What types of administrative errors were made? (2) 

Based on the information provided on applications, did the LEAs make the 
correct meal price status determination during certification? What types of 
administrative errors were m.ade? (3) Based on the documentation on file, were 
students receiving the correct meal benefits? (4) xHas the accuracy of LEA 
certification and benefit status determinations changed over time? 
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Total Projected Cost: $117,929 

Amount Spent to Date: $ 2,516 

Start Date: September 2012 

Completion Date: May 2013 

Name of Contractor: Westat 

Congressional Mandate: No 

School Nutrition and Meal Cost Study 

The National School Lunch Program and School Breakfast Program are designed 
provide nutritionally balanced, low cost or free meals to children. With the 
implementation of the new meal standards, there is considerable interest in 
research on the success of school meals meeting these new program goals, the 
cost of serving healthful meals that are acceptable to children, and the 
relationship of school menus and competitive foods to children' s 
participation and diets. This study will examine the relationships between 
school environment and school food service operations, nutritional quality of 
meals offered and served in school meal program.s, plate waste, costs to 
produce reimbursable meals, student participation, participant 
characteristics, satisfaction and related attitudes toward the school lunch 
and breakfast programs. Primary data collection will occur in School Year 
2014/15. 

Total Projected Cost; $16,667,715 

Amount Spent to Date; $ 24,554 

Start Date: February 2013 

Completion Date: February 2017 

Name of Contractor: Mathematica Policy Research 

Congressional Mandate; No 

Evaluation of the NSLP Direct Certification with Medicaid Demonstration 

Section 103 of the Healthy Hunger Free Kids Act of 2010 (P.L. 111-296) 
authorizes for a limited number of jurisdictions direct certification for 
free school meals using data from Medicaid certifications. This study will 
assess the impacts of this legislative change to determine whether direct 
certification of eligible children with Medicaid data is an effective method 
of certifying children for free lunches and breakfasts. The contract for this 
evaluation study was awarded in spring 2012. Year 1 data collection is 
currently being conducted in 5 States. 

Total Projected Cost; $4,391,318 

Amount Spent to Date: $ 212,064 

Start Date; April 2012 

Completion Date: April 2017 

Name of Contractor: Mathematica Policy Research 

Congressional Mandate: Yes, P.L. 111-296 Sec. 103 

Evaluation of the NSLP Community Eligibility Option 

This study will examine the number of schools and local education agencies 
(LEAs) that are eligible to receive special assistance payments under the 
Community Eligibility Option (CEO), and describes various attributes of those 
eligible schools and LEAs that elect or do not elect this option. The study 
will also examine the Impact of electing the CEO on program integrity, 
availability and type of breakfast program, nutritional quality of school 
meals, and program participation. 

Total Projected Cost: $4,743,782 

Amount Spent to Date: $ 224,830 
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Start Date: 

CoiTipletion Date: 

Name of Contractor: 
Congressional Mandate: 


September 2011 

March 2014 

Abt Associates, Inc. 

Yes - P.L. 111-296 Sec. 


School Foodservice Indirect Cost Study 


104 


This nationally-representative study will assess the extent to which school 
food authorities (SFAs) participating in the National School Lunch Program 
and School Breakfast Program pay indirect costs, including assessments of the 
methodologies used to establish indirect costs, the types and amounts of 
indirect costs that are charged and not charged to the school foodservice 
account, and the types and amounts of indirect costs recovered by school 
districts . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,777,272 
$ 141,791 

August 2011 
December 2013 
Abt Associates, Inc. 

Yes - P.L. 111-296 Sec. 307 


Special Nutrition Program Operations Study 

This study will collect information needed to address current policy issues 
related to the Special Nutrition Programs, including those resulting from the 
Health Hunger Free Kids Act of 2012 (P.L. 111-296). The study is designed to 
collect data from a nationally representative sample of about 1,500 school 
food authorities (SFAs) and all Child Nutrition State .Agencies. Data was 
collected in School Year 2011-12 and is being collected for school year 2012- 
13 for the same sample of SFAs. There is an option for a third year of data 
collection. This ongoing survey capability is intended to reduce FNS' 
information collection costs and reduce the length of time necessary to 
obtain required data and thus provide information in a more timely manner. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$3, 555, 142 
$ 557,072 

July 2010 
December 2014 
Westat 
No 


National School Lunch Program and School Breakfast Program Access, Participation, 
Eligibility, and Certification Study II (APEC-II) 


The Improper Payrr:ents Information Act of 2002 (IPIA) (Public Law 107-300) 
requires the Department of Agriculture (USDA) to identify and reduce 
erroneous over- and under-payments in various programs, including the 
National School Lunch Program (NSLP)and School Breakfast Program (SBP) . 
During the 2005-06 School Year (SY) the Access, Participation, Eligibility, 
and. Certification (APEC) study was conducted for FNS and provided the first 
reliable national estim.ates of erroneous payments for the NSLP and SBP. The 
results were released in November 2007. The current "APEC-II" study will 
produce updated national estimates of overpayment, underpayment and overall 
erroneous payments made under the NSLP and SBP. The study will measure 
certification error and meal counting and claiming error in SY 2012-2013 and 
compare these results with those found in SY 2005-06. It will also develop 
and va.i.idate estimation models to be used by USDA' s FNS staff Cor updating 
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the erroneous payment estimates annually with NSLP and SBP administrative 
records and extant data (i.e. without extensive collection of new data 
between national studies) . 


In addition, this study will produce separate estimates of erroneous payments 
for Local Education Agencies participating in the Community Eligibility 
Option and will examine alternatives to develop estimates of erroneous 
payment estimates at the State level. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$9,530,026 
$ 263,205 

December 2011 
December 2016 

Matheraatica Policy Research, Inc. 

Yes (supports compliance with PL. 107-300) 


National School Lunch Program-Direct Certification Improvement Study 


Use of direct certification has increased since the 2004 reauthorization but 
is still not universal, despite the mandate. The core aims of the study are 
to describe current direct certification processes and procedures employed by 
States and Local Education Agencies (LEAs) ; explore the relationship between 
these methods and overall direct certification performance measures; and 
identify steps for continuous improvement in data-matching techniques and 
tools to increase matching rates. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor; 
Congressional Mandate: 


$1,258,944 
$ 164,275 

September 2010 
May 2013 

Mathematica Policy Research, Inc. 
No 


Center for Behavioral Economics and Child Nutrition Research 


The Center is to provide economic and other social science information and 
analysis for public and private decisions on agriculture, food, natural 
resources, and rural America. The Center shall span the conceptual and 
practical aspects of behavioral economics research, providing a bridge for 
innovative frontline research to be disseminated effectively to food service 
administrators and other practitioners. Grants will be awarded yearly to PhD 
candidates and junior faculty seeking funding for either experimental or 
econometric research projects examining behavioral economic issues as applied 
to nutrition or more especially childhood nutrition. Analyses of natural 
experiments and field experiments within the context of school cafeterias 
will be particularly encouraged. Support for this Center is provided through 
an interagency transfer of funds from. FNS to the USDA Economic ReKsearch 
Service (ERS) which administers the grant to Cornell University. The grant 
was first awarded for FY 2010 and extended for FY 2011, 2012, and 2013. 


Total Projected Cost: 
Air, cunt Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$5,000,000 
$ 833,964 

September 2010 
September 2018 
Cornell University 
No 
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CACFP Program Assessment of Sponsor Tiering Determination 2011 and 2012 

The Improper Payments Information Act of 2002 (Act) {P.L. 107-300) requires 
the Department of Agriculture (USDA) to identify and reduce erroneous over- 
and under-payments in various programs, including the Chi Id and Adult Care 
S’ood Program (CACFP) . CACFP makes nutritious meals and snacks available each 
day to children and adults who are enrolled in participating child-care 
centers, day-care homes, and adult day-care centers. The objective of the 
current project is to develop an estimate of the extent to which sponsors’ 
misclassify family child day-care homes (FDCHs) as Tier I or Tier II for 
program reimbursement of meal claims, a key requirement of FtlS' overall plan 
to assess and reduce erroneous payments. The costs associated with 
misclassif ication, and change in the rate and cost over time, are also 
determined. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,002,090 
$ 497,838 

April 2011 
August 2013 
Westat, Inc, 

Yes (supports compliance with PL 107-300) 


Child and Adult Care Food Program <CACFP) Improper Payments hfeal Claims 
Assessment 2010 


The Improper Payments Information Act of 2002 (IPIA, P.L. 107-300) requires 
all Federal agencies to calculate the amount of improper payments in Federal 
programs and to periodically conduct detailed assessments of vulnerable 
program components. This study of the family day care home (FDCH) component 
of the Child and Adult Care Family Program (CACFP) is designed to develop 
estimates of the rate and cost of meals in 2010 claimed by FDCHs and 
reimbursed in error. The sampling, data collection, analysis and reporting 
plans are designed to conduct a feasibility analysis of the research 
methodology using a nationally distributed subsample of sponsors, FDCH 
providers and parents. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date; 

Name of Contractor: 
Congressional Mandate: 


$898,371 
$637,245 
June 2010 
November 2013 


ICF Macro International, Inc 

Yes {supports compliance with PL 107-300) 


Evaluation of the Summer Food Service Program Enhancement Demonstrations 
(Wave II) 


For summer 2011, two types of Summer Food Service Program (SF'SP) enhancement 
demonstration projects will be implemented and evaluated: 

Home Delivery Demonstration Project: This project will provide funding for 
approved sponsors in the selected State (s) to develop ways to deliver summer 
meals to eligible children in rural areas at a sustainable cost. This may 
include identification of and delivery to homes of children certified for 
free or reduced-price school meals, to localiy-accessibie drop-off sites 
where parents have been informed they or their eligible children can collect 
the meal for off-site consumption, or other methods of providing meals that 
are exempt from the congregate feeding requirement. 
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Food Backpack Demonstration Project: This demonstration will supplement the 
traditional SFS? by utilizing an additional method of meal delivery daring 
the summer on days that meals are not available at SFSP sites by providing 
eligible chi.ldren with food backpacks to take home with meals to cover the 
days that SFSP meals are not available, typically on the vjeekends . Approved 
sponsors m>ust operate a congregate meal site under the SFSP for a majority of 
the week and use the backpacks to supplement the traditional meal service. 
Backpacks are not intended to replace a congregate meal program nor reduce 
the number of days a congregate meal program operates. 


Total Projected Cost: 
ArTiOunt Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,475,315 
$1,395,605 
December 2010 
TBD 


Yes - The Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies 
Appropriations Act of 2010 (P.L. 111-80) 


Evaluation of the Impact of the Summer Food for Children Household-based 
Demonstrations on Food Insecurity 


The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act of 2010 (P.L. 111-80) provided funds and 
authority for FNS to conduct and rigorously evaluate the Summer Electronic 
Benefit Transfer for Children (SEBTC) demonstrations-that provide food 
assistance to households with school-aged children during the summer. The 
benefits will be delivered through the electronic benefit transfer (EBT) 
procedures used by the SNAP and WIC programs. The evaluation of SEBTC has 
three broad objectives: (1) to examine the impact of SEBTC on the prevalence 
of very low food security and other measures of food security among children, 
their nutritional status, household food expenditures, and household 
participation in nutrition assistance programs, (2) to describe receipt and 
use of the benefits, and (3) to examine the feasibility of implementing the 
SEBTC, and to document its costs, the approaches used, and the challenges and 
lessons learned during the demonstrations. SEBTC was extended into the summer 
of 2013 to determine if similar outcomes can be obtained at half the benefit 
level . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 

Congressional Mandate: 


$37, 431,576 
$21, 693, 196 
December 2010 
July 2013 

Abt Associates, Mathematica Policy Research, 
and Maximus 

Yes - The Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies 
Appropriations Act of 2010 (P.L. 111-80} 


Evaluation of the Summer Food Service Program Enhancement Demonstrations 
(Wave III) 


Authorized under the 2010 Agriculture, Rural Development, Food and Drug 
Administration and Related Agencies Appropriations Act (P.L. 111-80, 749(g)), 
the Summer Food for Children demonstration projects were initiated by the 
USDA' s FNS to develop and test innovative approaches to boost participation 
in the summer feeding programs and to close the summer hunger gap. Two of 
these innovations included the distribution of backpacks containing meals for 
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consumption on days SFSP sites are not open, and the delivery of meals to 

children in rural areas that could not otherwise gain access to a SFSP site 

The purpose of this procurement is to facilitate the evaluation of the 2012 

Backpack and Meal Delivery demonstrations by analyzing administrative data. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$330, 925 
$0 

April 2013 
April 2014 

Insight Policy Research 
Yes- The Agriculture, Rural 
Administration, and Related 
Act of 2010 {P.L. 111-80) 


De^'^elopment , Food and Dr 
Agencies Appropriations 


Food Distribution Programs 
TEFAP White Paper 

This is a short white paper on the USDA^s Emergency Food Assistance Program 
(TEFAP). The paper is to focus on TSFAP's role among USDA's nutrition 
assistance programs and the nation's broader emergency feeding network (e.g 
State and local programs, non-governmentai food banks, and soup kitchens). 
Specifically, this paper will discuss the need met by TEFAP that is not or 
cannot be met by USDA's other nutrition programs. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$39,261 

$0 

February 2013 
June 2013 

Mathematica Policy Research 
No 


Study of Food Distribution Program on Indian Reservations 


The objectives of this project are to provide current information on the 
characteristics of participants and local program administration across the 
nation. Information on perceptions about the program and potential access 
barriers will also be obtained in order to identify reasons for declining 
participation. A nationally representative sample of tribes has been 
determined and all the sample tribes have participated in formal 
consultations regarding the study. Efforts are underway to recruit the 
tribes . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date; 

Name of Contractor: 
Congressional Mandate: 


$2, 271,851 
$ 374,519 

September 2011 
October 2014 
The Urban Institute 
No 
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Completed Studies 


Ail reports can be dov;nloaded at http://www.fns.u3da.gov/rGsearch-and- 
analysis 

Supplemental Nutrition Assistance Program 

Performance Standards and Reporting For Special Nutrition Assistance Program 
Modernization Initiatives 


In this study, the SNA? performance standards and reporting requirements were 
reviewed as they pertain to modernization. Major goals of the study were to 
(1) create a comprehensive menu of performance measures, {2) use the template 
to systematically capture performance measures and standards that are in 
place both nationally and by state, (3) assess alternative performance 
measures and standards - both those in use and potential options; and (4) 
propose an initial framework for a uniform, set of performance measures and 
standards for FNS and state consideration. 


Total Projected Cost: 
Amoiint Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$1,498,508 
$1,498,508 
September 2008 
April 2012 

Mathematica Policy Research 
No 


The Evolution of SNAP Modernization Initiatives in Five States 


This study systematically examined the modernization initiatives in five 
states (FL, GA, MA, UT, WA) that have mors comprehensive and mature 
technology, organizational, partnership and policy changes. The study 
provided a better understanding of the relationship of the states' 
modernization activities with program efficiency, access, and integrity. Both 
new and extant data are being used to describe SNAP performance before, 
during and after the states' modernization initiatives. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate 


$1,815, 241 
$1,724, 173 
September 2009 
December 2012 

Mathematica Policy Research 
No 


Nutrition Assistance in Farmers Markets: Understanding Current Operations 

The objective of this study is to better understand the diverse operational 
contexts of farmers markets and how USDA nutrition assistance programs, 
particularly SNAP, are/can be integrated into these environments. A 
nationally- representative survey of farmers market managers and direct 
marketing farmers was conducted to identify operational characteristics 
associated with SNAP participation and respondents' perceptions of barriers 
and facilitators to their participation as a SNAP-authorized retail. er. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 


$1,256,715 
$1,238,929 
September 2010 
February 2013 
Westat, Inc. 
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Congressional Mandate: No 

WIC 

National and State-level Estimates of WIC Eligibles and WIC Program Reach, 
2000-2009 


This study estimated the WIC-eligible population for the U.S., for each of 
the 7 FNS regions, and for each of the 50 States, the District of Columbia, 
and five U.S. territories: the Commonwealth of Puerto R.ico, the United States 
Virgin Islands, Guam, American Samoa, and the CoromonwGaith of the Northern 
Mariana Islands. Estimates include breakdowns of each of the eight 
participant subgroups: pregnant women, infants, children at each year of age 
(ages 1, 2, 3, and 4), breastfeeding women, and postpartum non-breastfeeding 
women. These estimates are used to help allocate funding in the WIC funding 
formula and to track the national WIC coverage rate (sometimes referred to in 
other programs as the "participation rate"). 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$241,017 
$241,017 
September 2010 

November 2011 (published December 2011) 
Urban Institute 
No 


National Survey of WIC Participants II 


This project updated information on nutritional risks, sources of food 
assistance, family composition, health insurance coverage, and provided 
national estimates of income certification error and the dollar level of 
certification related overpayment and underpayment in the program. The survey 
also supported FNS compliance with the Improper Payments Information Act of 
2002 (IPIA). The survey expanded upon the previous design by providing 
national estimates of income certification error and the dollar level of 
certification-related overpayment in the Program. This project also developed 
and tested a methodology to age improper payment estimates. In addition, 
information from this survey will be used by FNS, State and local agencies in 
decision-making to update services to most effectively meet participants' 
needs . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressionally Mandated: 


$2,764,862 
$2, 764, 862 
October 2007 
April 2012 
ICF Macro 

Yes (supports compliance v^ith PL 107-300) 


WIC Participant and Program Characteristics - 2010 

Data for this project has been generated from WIC State management information 
systems biennially since 1992, based on a near census of WIC participants as 
they are enrolled in the program. The project's report sumrTiarizes demographic 
characteristics of WIC participants nationwide in April 2010, along with 
information on participant income and nutrition risk characteristics. The 
report also describes WIC members of migrant farm-worker families. A national 
estimate of breastfeeding initiation for WIC infants is included. This project 
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will also deliver a data set covering the food packages issued to most WiC 
participants for use in projections of program cost and other market impacts. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$909, 629 
$909, 629 
May 2009 
May 2012 

Abt Associates, Inc 
No 


Annual Measures of Erroneous Payments to WIC Vendors 


About every 7 years, FNS conducts a national survey of WIC vendors and 
produces national measures of payment error estimated from in-store 
coiTipiiance buys to meet the requirements of the Improper Payment Information 
Act (IPIA 2002). The last such study collected data in 2004-05. In interim 
years, this project ages and updates the survey data to produce annual 
national estimates of WIC vendor payment error. This study developed a 
methodology for aging data on improper payments to WIC vendors that is 
compliant with the requirements of the IPIA; calculated annual measures of 
erroneous payments to WIC vendors; trained FNS staff on how to perform, the 
calcuiati-on in future years; and suggested ways in which FNS and/or State 
agencies can better target future reviews of WIC vendors and/or improve 
sources of relevant data. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressionally Mandated: 


$436, 201 
$436, 135 
July 2006 
May 2012 
ICF Macro 

Yes (supports compliance with PL 107-300) 


WIC Vendor Management Practices Data Aging, FY2010 Update 


This study updates the annual aging of data on WIC vendor erroneous payments 
for .reporting in the USDA Performance and Accountability Report (PAR) . It 
helps fulfill the requirements of the Improper Payments Accountability Act of 
2002 (PL 107-300). Using a statistical procedure called "raking", data from 
the bookend study of WIC vendor payments in 2004-2005 are adjusted using 
administrative data reported by States and maintained in the Integrity 
Profile (TIP) database. The TIP database includes reports of findings from 
the required covert compliance purchases at WIC vendors conducted on an 
ongoing basis by State WIC agencies. Annual aging of the data from the 2004- 
2005 study will be needed until results from the WIC Vendor Management Study- 
2 are available. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Comp let. ion Date : 

Name of Contractor: 
Congressional Mandate: 


$147, 117 
$147, 117 
September 2010 

No\'ember 2011 (published May 2012) 

Mathematica Policy Research 

Yes (supports compliance with PI, 107-300) 
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National and State-level Estimates of WIC Eligibles and WIC Program Reach, 
2010 Update 


This study will update the estimates of the WIC-eligible population for the 
U.S., for each of the 7 FNS regions, and for each of the 50 States, the 
District of Columbia, and five U.S. territories: the Commonwealth of Puerto 
Rico, the United States Virgin Islands, Guam, American Samoa, and the 
Comir.onwealth of the Northern Mariana Islands. Estimates will include 
breakdowns of each of the eight participant subgroups: pregnant women, 
infants, children at each year of age (ages 1, 2, 3, and I), breastfeeding 
women, and postpartum non-breastfeeding women. These estimiates are used to 
help allocate funding in the WIC funding formula and to track the national 
WIC coverage rate. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date; 

Completion Date; 

Name of Contractor: 
Congressional Mandate: 


$62, 793 
$62,793 
October 2011 

November 2012 (published January 2013) 
Urban Institute 
No 


WIC Vendor Management Practices Data Aging, Fy2011 Update 


This study updates the annual aging of data on WIC vendor erroneous payments 
for reporting in the USDA Performance and Accountability Report (PAR). It 
helps fulfill the requirements of the Improper Payments Accountability Act of 
2002 (PL 107-300). Using a statistical procedure called "raking", data from 
the bookend. study of WIC vendor payments in 2004-2005 are adjusted using 
administrative data reported by States and maintained in. the Integrity 
Profile (TIP) database. The TIP database includes reports of findings from 
the required covert compliance purchases at WIC vendors conducted on an 
ongoing basis by State WIC agencies. Annual aging of the data from the 2004- 
2005 study will be needed until results from the WIC Vendor Management Study- 
2 are available. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$95, 166 
$95, 166 

September 2011 

November 2012 (published December 2012) 
ICB” Macro 

Yes (supports compliance with PL 107-300) 


National and State-level Estimates of WIC Eligibles and WIC Program Reach, 
2000-2009 


This study estimated the WIC-eligible population for the U.S., for each of 
the 7 FNS regions, and for each of the 50 States, the District of Columbia, 
and five U.S. territories: the Commonwealth of Puerto Rico, the United States 
Virgin Islands, Guam, American Samoa, and the Commonwealth of the Northern 
Mariana Islands. Estimates include breakdowns of each of the eight 
participant subgroups: pregnant women, infants, children at each year of age 
(ages i, 2, 3, and 4), breastfeeding women, and postpartum non-breastf eeding 
women. These estimates are used to help allocate fundi.ng in the WIC funding 
formula and to track the national WIC coverage rate (sometimes referred to in 
other programs as the "participation rate") . 


Total Projected Cost: 
Amount Spent to Date: 


$241,017 
$241, 017 
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Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate : 

Child Nutrition Programs 


September 2010 
December 2011 ( FY 2012) 
Urban Institute 
No 


CACFP At-Risk Afterschool Meals Best Practices, 2011 


This study responded to the requirement in the Healthy, Hunger-free Kids Act 
of 2010, Sec 337 that FNS must submit a report to Congress that addresses 
best practices for soliciting sponsors and any federal or state laws that may 
be a barrier to participation of the at-risk after school meal program. The 
analysis selected 9 States from a pool of 14 States that are currently 
participating in the CACFP at-risk after school meal program; gathered 
information on various practices in these States; and submit a report that 
describes the findings to E‘’NS. Objectives of the report included identifying 
success Indicators, constraints and opportunities in operating the at-risk 
program (such as recruiting sponsors, identifying local champions, and their 
implementation of the at-risk program), identifying challenges and barriers 
{such as State and local licensing requirements), and identifying strategies 
for addressing implementation barriers. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$69,133 
$69, 133 
April 2011 
January 2012 
Westat 

Yes - Public Law 


111-296, Section 337 


Regional Office Review of Applications 2011 (RORA) 


The annual RORA study examines the administrative accuracy of eligibility 
determinations and benefit issuance for free or reduced-price meals in the 
National School Lunch Program. The study addresses the following research 
questions: (1) Based on the information provided on applications, did the 
local educational agencies (LEAs) accurately determine household size and 
gross monthly income? What types of administrative errors were made? (2) 

Based on the information provided on applications, did the LEAs make the 
correct meal price status determination during certification? What types of 
administrative errors were made? (3) Based on the documentation on file, were 
students receiving the correct meal benefits? (4) Has the accuracy of LEA 
certification and benefit status determinations changed over time? 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor; 
Congressional Mandate: 


$97, 661 
$97, 661 

September 2011 
May 2012 
Westat 
No 


Modeling of High Risk Indicators of Certification Errors in the NSLP 


The objectives of this study were to develop a model of high risk indicators 
of certification error for public Local Education Agencies (LEAs), as well as 
a monitoring tool for use by State Agencies to evaluate LEAs' relative 
certification error risk. This study used FNS and other extant data over 
m.ultiple years to examine household reporting, administrative, and total 
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error to develop models for public LEAs. This study also developed a 
monitoring tool using model parameters to automate the process of annually 
identifying LEAs at high risk of certification error. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressionally Mandated: 


$432, 602 
$432, 602 
August 2009 
May 2012 
Mathematica Pol 
No 


cy Research, 


Inc. 


School Food Purchase Study III 


The Food, Conservation, and Energy Act of 2008 requires the Secretary to 
carry out a nationally representative survey of the foods purchased by school 
food authorities participating in the National School Lunch Program (NSLP) . 
This study provided national estimates of the type, vol.ume, and dollar value 
of food acquired by public school districts participating in NSLP. Unlike 
the previous two school food purchase studies, it included school districts 
from Alaska, Hawaii, and Puerto Rico. The study examined shifts in the type 
and mix of foods acquired compared to the previous school food purchase study 
(SY 1996/97) . It also reports on the nutrient content of the foods acquired. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,816,757 
$2,748,892 
October 2008 
June 2012 


Aqralytica Inc. (formerly Promar 
Yes - P.L. 110-246 Sec. 4307 


International, 


Inc. ) 


Simplified Tools to Assess School Meal Patterns and Nutrient Compliance 


This contract developed two sets of validated and efficient or simplified 
meal compliance assessment tools with one set capable of being administered 
within 32 total staff hours and the second set within 16 total staff hours, 
excluding travel time. The tools are to be designed to assess whether a 
school's offered breakfast and lunch meal patterns are compliant, over a two- 
week period, with the requirements in FNS' proposed rule for SBP and NSLP. 
Also, the tools were designed to assess whether the overall levels of 
calories, sodium, saturated fat and trans fat in a school’s SBP and NSLP 
offered meals are compliant (within the limits and ranges required) over a 
one-week period with the requirements under FNS' proposed rule. Additional 
project objectives were to demonstrate and document that the meal compliance 
assessment tools produce valid and reliable assessment of thei compliance of 
the meal patterns and the levels of calories, sodium, saturated fat and trans 
fat in a school's N3P and NSLP offered foods and meals under the requirements 
in FNS’ proposed rule. 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$620,037 
$369, 316 
June 2011 
June 2012 

Mathematica Policy Research, Inc. 
No 
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Evaluation of Impact of Incentives Demonstrations on Participation in the 
Slimmer Food Service Program (Wave I) 

The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act of 2010 {P.L. 111-80) prox^ided funds for the 
United States Department of Agriculture's (USDA) Food and Nutrition Service 
(FNS) to carry out a series of demonstration projects aimed at preventing 
food insecurity and hunger among children during the summer months when 
schools are not in session. The demonstrations, collectively titled the 
Summer Food for Children demonstrations, are aimed at improving low-income 
children's access to nutrition assistance during the suimiier months. In 2010, 
FNS developed and tested two innovative strategies to increase participation 
in the Summer Food Service Program (SFSP) . These enhancemient demonstrations 
included provisions for: 

1. Incentives for sponsors to extend the duration of program operations 
(called the 'Extending Length of Operation Incentive Project' and 

2. Funds for enrichment activities at sites (called the 'Activity Incentive 
Project) . 


The purpose of the study was to present the findings from these multiyear 
demonstrations. These demonstrations were expected to reduce food insecurity 
among low-income children by increasing access to and participation in the 
SFSP. The report for summer 2010 was published in September 2011; the report 
for summer 2011 was published in 2012. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$402,266 
$402,266 
August 2010 
June 2012 

Insight Policy Research, Inc. 

Yes - The Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies 
Appropriations Act of 2010 (P.L. 111-80) 


Review of NSLP and SBP Meal Patterns and Nutrient Requirements and Review of 
CACFP Meal Requirements 


School Meals: Building Blocks for Healthy Children ~ FNS commissioned the 
Institute of Medicine (lOM) to provide recommendations to revise the 
nutrition- and food-related standards and requirements for the National 
School Lunch and School Breakfast programs. An expert committee was formed 
and it used the 2005 Dietary Guidelines for Americans and the lOM's Dietary 
Reference Intakes for its assessment. A final report was issued in February 
2010, and was used to inform the development of a proposed rule to update 
NSLP nutrition standards. 


Child and Adult Care Food Program: Aligning Dietary Guidance for All - FNS 
corrmissioned the Institute of Medicine to convene a panel of experts to 
undertake a study to review and recommend revisions to the meal pattern 
requirements for the Child and Adult Care Food Program (CACFP) . The major 
objective was to develop practical recommendations that would bring CACFP 
meals and snacks into alignment with current dietary guidance. A report was 
released in November 2010. lOM also sponsored a workshop to provide further 
clarification of the CACFP research recommendations contained in their 
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report, and published proceedings suininarizing the workshop presentations and 
discussions . 


(Contract covers both studies.} 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,491,673.00 
$2,239,905.58 
February 2008 
September 2012 
Institute of Medicine 
No 


Direct Certification Report to Congress SY 2011'-2012 


This study responds to the legislative requirement of Public Law 110-246 to 
assess the effectiveness of State and local efforts to directly certify 
children for free school meals. Under direct certification, children are 
determined eligible for free school meals without the need for household 
applications by using data from other means-tested programs. The 2004 Child 
Nutrition and WTC Reauthorization Act required local educational agencies 
(LEAs) to establish a system of direct certification of children from 
households that receive Supplemental Nutrition Assistance Program (SNAP) 
benefits by School Year (SY) 2008-2009. 


Total Projected Cost: 
Am.ount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1X2,850 
$112, 850 
May 2012 
October 2012 

Mathematica Policy Research 
Yes - Public Law 110-246 


School Nutrition Dietary Assessment Study- IV 


About every five years, FNS assesses the nutritional content and quality of 
meals served in the school meals programs through the School Nutrition 
Dietary Assessment Study (SNDA) series. For this fourth cycle of SNDA, data 
were collected from a nationally representative sample of public schools in 
the National School Lunch Program (NSL?) in order to examine the school 
environment, food service operating practices, student participation and 
other characteristics of schools and School Food Authorities (SFAs) in the 
NSLP and School Breakfast Program (SB?); examine school meal participation, 
determine the content of meals offered and served to (selected by) students; 
and compare findings to previously conducted SNDA studies. Notable findings 
were that most schools provided school meals that, on average over a typical 
school week, met the SMI standards for minimum, levels of target nutrients. 
Schools were less likely to provide average school meals that met the SMI 
standard for minimum calories. A majority of schools provided average school 
meals that were consistent with the SMI standard for total fat (no more than 
30 percent of total calories from fat) or came within 10 percent of this 
standard . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$4,416,768 
$3,764,583 
September 2008 
November 2012 

Mathematica Policy Research 
No 



243 


Fresh Fruit and Vegetable Program Evaluation 

The Food, Conservation, and Energy Act of 2008 directed the Food and 
Nutrition Service (FNS) to conduct an evaluation of the expanded Fresh Fruit 
and Vegetable Program (FFVP) . This study included a national sample of over 
6,000 students in 16 States among 832 schools. Schools sampled in each State 
included FFVP schools that are just above each State's participation cutoff. 
The experiences of students in these FFVP schools were compared to the 
experiences of students in schools that applied to the Program, but due to 
funding limitations just missed the cutoff for FFt'P. The study had a single 
wave of data collection using 24-hoar dietary recalls, web-based surveys, and 
interviews. The study results indicated that FFVP increased fruit and 
vegetable consumption among participating students by 1/3 cup, a 15 percent 
increase over non-participating students. The final report was released in. 
March 2013. 

Total Projected Cost: 

Amount Spent to Date: 

Start Date: 

Completion Date: 

Name of Contractor: 

Congressional ly Mandated 

Cross-Program 

Nutrient and MyPyramid Analysis of USDA Foods in the NSLP, CACFP, CSFP, 

TEFAP, and FDPIR 


$3, 529, 587 
$3,529,537 
July 2009 
April 2013 
Abt Associates Inc. 
: Yes, P.L, 110-234 


This study generated a report that contains a nutrient and food group 
analyses of USDA foods distributed through the National School Lunch Program 
(NSLP), Child and Adult Care Food Program {CACFP), Commodity Supplemental 
Food Program (CSFP), The Emergency Food Assistance Program (TEFAP) and the 
Food Distribution Program on Indian Reservations (FDPIR). This report is an 
update and expansion of the analyses contained in FDPIR Food Package 
Nutritional Quality: Report to 

Congress (http : //www. fns . usda . gov/ora/raenu/Published/CNP/ FILES /FDPIR_ FoodPacka 
ge_Suminary.pdf ). The report includes two broad analyses. The first assesses 
the nutritional quality of the USDA foods made available to the NSLP, CACFP, 
CSFP, TEFAP and FDPIR. The second is weighted appropriately for the mix of 
USDA foods actually distributed through these programs. These analyses 
establish baseline nutritional profiles for USDA foods in the NSLP, CACFP, 
CSFP, TEFAP and FDPIR. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$135, 082 
$135, 082 
September 2010 
January 2012 
Westat 
No 


Addressing Child Hunger and Obesity in Indian Country: Report to Congress 

This report responds to the requirement found in section 141 of the Healthy, 
Hunger-Free Kids Act of 2010 (HHFKA) and summarizes hunger, obesity, and Type 
II diabetes among American Indian (AI) and Alaska Native (AN) children living 
on or near reservations or other tribal lands (often referred to as Indian 
Country) . To help frame the scope of the problems, the report provides a 
summary of the most current available statistics on hunger, obesity, and Type 
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II diabetes among children living in Indian Country and offers comparable 
statistics for the general population for context and comparison. This report 
also describes how USDA Federal nutrition assistance programs serve children 
in Indian Country and how provisions of the HHFKA and other recent 
initiatives may improve those services. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate ; 


$45,230 
$45,230 
October 2011 
January 2012 

Mathematica Policy Research 

Yes - Public Law 111-296, section 141 


Center for Nutrition Policy and Promotion Studies and Evaluations 
Ongoing Studies 


l^date of the Thrifty Food Plan (TFP) 


The CNPP is responsible for the development of the USDA food plans, including 
the Thrifty Food Plan (TFP) that serves as the nutritional basis for SNAP 
(Supplemental Nutrition Assistance Program) allotment levels. The TF? 
specifies quantities of different types of food that householdvS may purchase 
to provide nutritious meals and snacks at relatively low cost. The CNPP is 
updating the 2006 TFP to reflect current dietary guidance as indicated in the 
2010 Dietary Guidelines for Americans. The CNPP is completing revisions to 
the market baskets of the TFP. These "market baskets" consist of the foods 
with which a low-cost nutritious menu can be prepared. Release of the 
revised TFP is planned for mid- to late 2013. 


Total Projected Cost: 
Amount Spent to Date; 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


4.0 FTE 

4.0 FTE 

Fall 2008 

Mid- to late 2013 

In-house 

No 


Cost Adjustments to the Thrifty Food Plan 


The Food Stamp Act of 1997 (7 USC 2011 et seq.) requires USDA to adjust, on a 
regular basis, the cost of the TFP to reflect changes in the cost of this 
plan. The economist and other staff members at the CNPP fulfill this 
congressional mandate by incorporating relevant monthly food-at-home 
estimates from the Consumer Price Index into the TFP and the other three 
higher cost food plans (Low-cost, Moderate-cost, and Liberal) . The CNPP 
publishes and disseminates, on a monthly basis, the cost of food at home. The 
monthly plans are posted at www . cnpp . usda ♦ gov . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 
Congressional Mandate : 

Healthy Eating Index 


0.2 FTE per year 
0.2 FTE for FY 2012 
1975 (or earlier) 
On-going 

Yes (7 use 2011 et seq.) 


The CNPP released the Healthy Eating Index (HEX), an aggregate measure of the 
degree to which the American diet conforms to the Dietary Guidelines for 
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Americans . Conducting this study/evaluation of the American diet derives 
from Public Law 101-445— the National Nutrition Monitoring and Related 
Research Act, which directs the tJSDA and the Department of Health and Human 
Services to "improve the methodologies and technologies, including those 
suitable for use by States and localities, available for the assessment of 
nutritional and dietary status and trends." The law, as well, directs the 
two Departments to "develop uniform standards and indicators for the 
assessment and monitoring of nutritional and dietary status, for relating 
food consumption patterns to nutritional and health status, and for use in 
the evaluation of Federal food and nutrition intervention programs." 


The CNPP updated the HEI to reflect the guidance in the 2010 Dietary 
Guidelines for Americans . The HEI-2010 was released in 2013. The report, Diet 
Quality of Americans in 20G1-G2 and 2007-08 as Measured by the Healthy Eating 
IndeK-2010, is posted at ww v; . enpp . usda . gov . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


2.5 FTE per year 

2.5 FTE per year 

Fall 2008 (current revision) 

On-going; Release of revision; 2013 

In-house 

No 


Expenditures on Children by Families 


Since 1960, the USDA has provided annual figures of expenditures on children 
by families, also referred to as the "cost of raising children" project. 
These annual figures are the only economic data that are provided by the 
Federal Government on the cost of raising children. Child-rearing costs are 
used to set State child support guidelines. The Family Support Act of 1988 
requires States to implement child support guidelines and to review the 
guidelines every 4 years. The Act also requires States to consider economic 
data on the cost of raising children when determining these guidelines. The 
CNPP plans to continue to issue annual updates of family expenditures on 
children. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate : 

Completed Studies 


0.5 FTE per year 
0.5 FTE per year 
1960 

On-going 

In-house 

No 


The USDA Nutrition Evidence Library, or NEL, was created within the Center 
for Nutrition Policy and Promotion to conduct systematic reviews to answer 
important food and nutrition questions to inform Federal nutrition policy, 
guidance, and programs, such as the Dietary Guidelines and basis for 
nutrition assistance programs. The NEL provides USDA with a transparent 
database of systematic reviews ( www.nel .go v) reflecting the most current 
research available on a wide range of food and nutrition-related topics, and 
ensures compliance with the Consolidated Appropriations Act of 2001 {Data 
Quality Act) . 
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Evidence Reviews to Examine the Relationship of Dietary Patterns to Health 
Outcomes 


The NEL has initiated a series of systematic reviews examining the 
relationship between dietary patterns and outcomes of public health concern. 
This project was devel.oped to complete the work initiated by the 2010 Dietary 
Guidelines Advisory Coirinittee. This topic was also identified by Federal 
stakeholders from USDA and HHS as an important topic that would benefit from 
systematic review. The reviews may be used to inform future food and 
nutrition policies and programs, including the Dietary Guidelines for 
Americans. Dietary patterns are also considered in other QSDA programs 
including SNAP, WIC, federal school meals programs, and Child and Adult Care 
Food Programs. Dietary patterns are also the basis for the Liberal Food 
Plan, which is used to set the military food allowance (known as the Basic 
Allowance for Subsistence BAS). 


Total Project Cost: 
Am.ount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractors: 

Congressional Mandate : 


$36,600 + 3 FTEs 
$36, 600 + 3 FTEs 
October 2011 
April 2012 

Academy of Nutrition and Dietetics 
USDA National Agricultural Library 
Yes - Study supports development of 
mandated Dietary Guidelines 


Market Research, Environmental Scan and Ethnographic Research on the Use of 
Communication Technologies and Digital Media Related to Nutrition and 
Physical Activity 


This project, funded by the Food and Nutrition Service (FNS), involved 
conducting: 1) A market review of existing literature regarding the use of 
technology in nutrition education; 2) environmental scans designed to 
identify nutrition education approaches and programs for school aged children 
used in classroom and community settings; the methods by which classroom- 
and community-based nutrition education programs incorporate the Dietary 
Guidelines for Americans; and the types of technology and digital media used 
to improve knowledge, attitudes, and behavior related to nutrition and 
physical activity among children; and 3) Ethnographic research, in which 
semi-structured interviews and site visits with nutrition education experts 
to gather best practices for maximizing the use of technologies to educate 
children about nutrition. The results of this project can be used to inform 
federal nutrition education policy and programs, aid in the development of 
nutrition education guidance and communication strategies, and inform the 
development of effective nutrition education interventions targeting behavior 
change. The contractor identified below provided research support for the 
project . 


Total Project Cost: 
Amount .^pent to Date: 
Start Date: 

Completion Date: 

Name of Contractors: 
Congressional Mandate: 


$264, 971 
$264, 971 
October 2010 
March 2012 

IMPAQ International, LLC 

Yes - Study supports implementation of 

mandated Dietary Guidelines 
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Mr. Aderholt: Provide a list of all studies and evaluations that are 
planned for fiscal years 2013 and 2014. Indicate which year they are planned 
to start and the estimated cost for each. 

Response: The FNS Nutrition Assistance Study and Evaluation Plan for 

fiscal year 2013 is attached. Most of these projects will be funded through 
a competitive procurement process. Because expected cost is procurement- 
sensitive information, the plan does not display the government's independent 
cost estimates. 

Study and evaluation plans for fiscal year 2014 will be based on both 
internal review of FNS needs and priorities, and solicitation of ideas from a 
wide variety of external sources familiar with the programs. The President's 
Budget request includes continued funding to support a range of important 
program assessment activities, including focused studies of program 
operations, development of comprehensive measures of program performance to 
inform and foster outcome-based planning and management, and technical 
assistance to States and communities for practical demonstrations of 
potential policy and program improvements. 

These activities provide the crucial foundation for strategic planning 
and program innovation needed to respond to emerging issues and problems and 
support effective stewardship of the taxpayer investment in nutrition 
assistance . 

[The information follows:] 
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Food and Nutrition Service 
Research and Evaluation Plan - Fiscal Year 2013 

November 28, 2012 

Strategic Goal: All of America’s Children Have Access 
TO Safe, Nutritious, and Balanced Meals 

Improve Program Access and Reduce Hunger 2 

Improve Nutrition and Reduce Obesity 3 

Improve Program Integrity and Reduce Improper Payments 5 

Other Support for Program Management and Performance 6 


1 



249 


All of America’s Children Have Access 
TO Safe, Nutritious and Balanced Meals 

Improve Program Access and Reduce Hunger 

Demonstrations to End Childhood Hunger and Food Insecurity 

The Healthy, Hunger-Free Kids Act of 20 1 0 (Section 141) authorizes a program of 
demonstrations to test innovative strategies - including alternative models for service delivery 
and benefit levels - to end child hunger and food insecurity. Projects may include enhanced 
SNAP benefits for eligible households with children; enhanced benefits or innovative program 
delivery models in school meals, afterschool snacks programs, and CACFP; and targeted 
Federal, State or local assistance, including emergency housing or family preservation services, 
for households with children who are experiencing food insecurity. USDA is required to 
conduct an independent evaluation of each demonstration project using rigorous experimental 
design and methodologies to measure the impact on participation, food security, nutrition, and 
associated behavioral outcomes and share results broadly to inform policy makers, service 
providers, other partners, and the public to promote wide use of successful strategies. The 
funding becomes available on October 1 , 201 2, and remains available for five years. 

Research on Causes, Characteristics, and Consequences of Childhood 
Hunger and Food Insecurity 

The Healthy, Hunger-Free Kids Act of 20 1 0 (Section 141) authorizes a new research program on 
the causes, characteristics, and consequences of childhood hunger and food insecurity, with a 
particular focus on efforts to improve the knowledge base regarding contributing factors, 
geographic distribution, programmatic effectiveness, public health and medical costs, and 
consequences for child development, well-being, and educational attainment. The funding 
becomes available on October I, 2012, and remains available until expended. Because of the 
breadth and complexity of the research mandate in the Act, FNS will seek input from a wide 
group of stakeholders to help focus on areas and methods with the greatest research potential. 

Characteristics of Summer Food Service Participants and Programs 

The Summer Food Service Program (SFSP) serves only a small percentage of the children who 
receive free and reduced price meals through the National School Lunch Program during the 
school year. This study would provide greater insight into who offers and who uses SFSP meals. 
The study would update data last collected in the summers of 2003 and 2004. It would explore 
families’ SFSP participation decision, help identify gaps in service, and ultimately shed more 
light on potential reasons for the low participation rate. With this understanding, FNS can refine 
the program to reach more children more effectively. 

Characteristics of Child and Adult Care Food Program Providers 

This study would deepen FNS’s understanding of CACFP provider characteristics. It would 
examine the type and size of providing institutions and homes, characteristics of participants 
served; types, amounts, and range of reimbursements; and other key characteristics. The study 
would inform policy about CACFP, ensuring it is able to reach its goals most efficiently, and 
provide a base for future research. 
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Dynamics of SNAP Participation 

This study will update information on the duration of SNAP participation spells and the factors 
associated with entry, exit, and re-entry, FNS has released series of studies examining 
individuals’ patterns of participation in SNAP showing, for example, that half of all new 
participants left the program within 1 0 months during mid 2000s. This project will use data from 
the 2009 longitudinal panel of the Survey of Income and Program Participation to update these 
analyses for the period of rising caseloads between 2009 and 2011, 

Disability, Chronic Health Problems and Household Food Security 

This collaboration with the Economic Research Service (ERS) has two components. First, it 
provides continued support to include a 10-item adult food security survey module in the 
National Health Interview Survey (NHIS). NHIS provides a rich source of nationally 
representative data to examine the links between food insecurity, health, and disability among all 
household members, including children. Second, it provides new support for a collaborative 
research project (with researchers at UCLA and ERS) to estimate the effects of disabilities and 
long-term health problems on household food insecurity, and the effects of food insecurity on the 
health and disease of household members. The project will also seek to answer how food 
insecurity affects short-temi health outcomes. 

Impact of the Affordable Care Act on WIC 

The Affordable Care Act (ACA) will expand eligibility for the Medicaid program, and require all 
Americans to obtain health insurance. Some estimate that as many as 14 million people could 
become newly eligible for Medicaid. With this many people entering the social services system, 
possibly for the first time, some may learn about and decide to apply for other means-tested 
programs, including WIC. Moreover, the pace of program entries and exits - churning - may 
have consequences for WIC administration. T his white paper would examine the potential 
impact of ACA on WIC enrollment. 

Direct Certification in the National School Lunch Program: Report to Congress 

Under direct certification, children are determined eligible for free school meals without the need 
for household applications by using data from other means-tested programs. The law requires 
local educational agencies to conduct direct certification for children from households that 
receive SNAP benefits, as well as annual reporting to Congress on the effectiveness of State and 
local efforts to directly certify children for free school meals. This project will analyze nutrition 
assistance program administrative data, compile information on best practices, and prepare the 
annual report to Congress for SY 2012-13. 

Improve Nutrition and Reduce Obesity 

Study on Nutrition and Wellness Qualify of Child Care Settings 

The Healthy Hunger-Free Kids Act of 2010 (Section 223) directs USDA to conduct a nationally 
representative study of child care providers to assess the nutritional quality of foods provided in 
child care settings, opportunities for physical activity, and facilitators and barriers to providing 
healthy foods and physical activity and participation in CACFP. 
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Child Care Dietary Assessment 

Contemplated as an adjunct and extension of the Congressionally mandated study on nutrition 
and wellness quality in child care settings, this project would examine the dietary intakes of a 
nationally representative sample of children in child care centers, including Head Start sites. 
(Additional funds would be required to extend the project to children in family day care homes.) 

Putting Behavioral Economics to Work in School Cafeterias 

These funds support a multi-year, integrated research program, launched in FY 2010 in 
collaboration with the Economic Research Service and the National Institute for Food and 
Agriculture, to develop, test, and promote applications of behavioral economic theory in the 
school nutrition environment. The goal is to identify, develop, and document evidence-based 
strategies, tools, and techniques that schools can use to shape their environments to support and 
encourage healthful food choices and behaviors. This year’s focus will be on finding and 
promoting practices that illuminate the causes and reduce the volume of plate waste in schools. 

In particular, research will emphasize actionable factors within the school food environment -- 
including, for example, the timing and duration of lunch periods, the timing of recess before or 
after lunch, the number of serving lines, the availability of grab-and-go options, and the 
preparation and presentation of food items - that may affect the amount of plate waste. 

Support for National Health and Nutrition Examination Survey 

The Agricultural Research Service (ARS) leads data collection and processing for What We Eat 
in America, the dietary intake component of the National Health and Nutrition Examination 
Survey (NHANES). These funds will provide partial support to ARS for the collection and 
processing of a second day of 24-hour dietary intake recalls for the 2013-2014 data collection 
cycle. Two days of dietary recalls are necessary to estimate patterns of usual intakes. FNS uses 
NHANES data to provide a comprehensive picture of the dietary intakes and food choices of 
nutrition assistance program participants. 

Specifications for Scientific Review of WIC Food Package 

The Healthy Hunger Free Kids Act (Section 232) requires a review of the WIC food package at 
least every ten years to ensure that it conforms to current nutrition science, public health 
concerns, and cultural eating patterns. The most recent scientific review concluded in April 
2005. This project would initiate the process by ( I ) drafting specifications for the next scientific 
review, including a timetable that would allow for consideration of the 2015 Dietary’ Guidelines 
for Americans and the results of the FNS-sponsored WIC Infant and Toddler Feeding Practices 
Study (expected in late 2016) and (2) provide logistical support for two one-day workshops to 
take place in 2014. We anticipate that one workshop would be held in the East, the other in the 
West, with an opportunity provided for the public to submit on-line comments. 

Food and Nutrition Information Center 

Funds will support the Food and Nutrition Information Center within the National Agricultural 
Library (NAL) to systematically store and disseminate information on USDA nutrition assistance 
programs, nutrition education and related nutrition topics. 
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Improve Program Integrity and Reduce Improper Payments 
Child and Adult Care Food Program Meal Cost Study 

A recent expert panel commissioned by FNS to recommend new CACFP meal requirements 
aligned with the Dietary Guidelines for Americans was hampered by the absence of current and 
comprehensive information on the cost of providing meals in child care centers and family day 
care homes. This study would provide basic information on the cost of producing a reimbursable 
meal under CACFP, based on a nationally representative sample of child care providers. The 
effort would be expected to inform future analyses of the potential cost of changes to the CACFP 
meal patterns. 

WIC Vendor Risk Reduction Project 

The Healthy, Hunger-Free Kids Act requires WIC to transition to EBT benefit delivery by 2020. 
The nature of vendor error, overcharging, and fraud under EBT is fundamentally different from 
these activities under the traditional paper WIC food instrument. This study will include 
exploration of effective methods of screening new vendor applicants, including assessment of 
competitive pricing and improved peer group structure and assignment. It will build upon 
ongoing studies of high-risk vendor identification and data analysis to identify possible patterns 
of fraud in EBT transaction data. 

Child and Adult Care Food Program Tiering Error Measurements 

The Improper Payments Information Act of 2002 (IPIA) requires agencies to produce annual 
measures of erroneous payments in Federal programs subject to risk. For CACFP, FNS has met 
this requirement through studies of errors child care sponsoring organizations make when 
assigning family day care home providers to higher or lower reimbursement tiers. This item 
provides funding for the 2013 annual measure. 

Feasibility of Improved Estimates of Trafficking 

The Office of the Inspector General has recommended that FNS explore the feasibility of using a 
nationwide random sample of retailers to develop the trafficking rate. The current estimation 
methodology is based on investigations and monitoring of a sample of stores most likely to 
traffic, adjusted to reflect the full population of redemptions at authorized stores. While this 
methodology makes maximum use of all available data and resources and offers a conservative 
and practical approach, it has known limitations. This study will determine and document the 
feasibility of using the redemption practices of a nationwide random sample of SNAP retailers 
for calculating a national trafficking rate. 

WIC Vendor Error Estimates Aging 

This project funds the annual aging of data on erroneous WIC vendor payments for reporting in 
the USDA Performance and Accountability Report (PAR). It helps fulfill the requirements of 
the Improper Payments Accountability Act of 2002. Data from a study of vendor payments in 
2004-2005 are adjusted using administrative data reported by States and maintained in the 
Integrity Profile (TIP) database. The TIP database includes reports of findings from the required 
covert compliance purchases at WIC vendors conducted on an ongoing basis by State WIC 
agencies. Annual aging of the data from the 2004-2005 study will be needed until results from 
an ongoing study of vendor practices are available in late 2013. 
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Other Support for Program Management and Performance 
SNAP Employment and Training Services 

The objective of this study is to develop a national inventory of current E&T services (not 
limited to SNAP), including goals and policies, target audience and persons served, provider 
characteristics, partnerships, performance measures and available outcome data. The inventory 
would also capture links between SNAP E&T services and other work-related programs. To the 
extent available data permit, the project will describe the effect of E&T programs on long-term 
economic stability of SNAP participants. 

Measuring Access, Trends and Impacts (Microsimulation) 

This on-going project supports several key analytic tools and analyses to address program 
participation trends and impacts; generates annual reports on the characteristics, participation 
rates and patterns of SNAP participation; and supports the Agency’s capacity to assess cost and 
distributional impacts of proposed changes to SNAP and other nutrition assistance programs. 

WIC Participant and Program Characteristics 2014 

This project summarizes information on participant income, nutrition risk, and demographic 
characteristics - including data on initiation of infant breastfeeding and migrant farm worker 
families - nationwide at a point in time. It delivers a data set covering the food packages issued 
for use in projections of program co.st and other market impacts. Data for this project has been 
generated from State management information systems biennially since 1 992, based on a near 
census of WIC participants as they are enrolled in the program. 

School Nutrition Program Operations 

in FY 2010, FNS awarded a contract for a multi-year panel study of selected operational aspects 
of the school nutrition programs. The project is designed to collect data from a nationally 
representative sample of about 1,500 school food authorities (SFAs) and all Child Nutrition State 
agencies. The surveys provide a cross-sectional snapshot of program characteri.stics, as well as 
longitudinal e.stimates of year-to-year changes in operations. The study will provide general 
descriptive information on the characteristics of the school-based Child Nutrition Programs 
necessary for the preparation of program budgets, data on various aspects of the program 
administration to inform program policy and regulations, as well as data to identify areas in need 
of technical assistance and training. It will also include an analysis of the impact on participation 
of Section 205 of the Healthy Hunger Free Kids Act, which requires schools to charge students 
for paid meals at a price that is on average equal to the difference between free meal 
reimbursement and paid meal reimbursement. 

Simulation of Limited Medicaid Adjunctive Income Eligibility 

This project is intended as a collaboration with one or more States to see what it would take to 
develop the capability to electronically query Medicaid information systems at the time of 
application for WIC benefits to see if the applicant is on Medicaid and has income below a 
selected threshold (such as 250% of poverty). It would determine the start-up and ongoing costs 
to use this system as a routine component of certification, but is only exploratory and would not 
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impact the W/C certification decision. The information would better position WIC in case 
legislation at a later date requires an upper bound on Medicaid adjunctive income eligibility. 

WIC Food Cost Estimation Improvements 

This project would explore methods to improve national WIC food item price and average food 
cost estimates as the program transitions from paper-based to EBT food delivery systems. It 
would explore various alternatives, including working with the Bureau of Labor Statistics and 
the Fxonomic Research Service to obtain actual prices on WlC-approved foods, fhe project 
would explore the addition of more detail in ongoing BLS and ERS data collections to include 
specific categories of WIC-approved foods to provide a clearer picture of the costs of the WIC 
food package, and how changes to it affect program costs. 

Cooperative Food Purchasing for School Meals 

In School Year 2009-10, almost half of all school districts in the 48 contiguous states and the 
District of Columbia participated in some form of cooperative buying with other districts. Many 
districts find such cooperative agreements to be useful means of reducing costs and improving 
food variety and quality; but many others do not take advantage of such arrangements. This 
study will collect information from State agencies and SFAs to learn more about best practices 
and perceived benefits of cooperative buying, barriers to using it more w'idely, and potential tools 
and strategies to encourage and facilitate cooperative buying agreements. It will also consider 
the relationship of these cooperative food purchasing practices to the use of USDA Foods. 

Feasibility of a National Database of SNAP Caseload Data 

FNS regularly has the need for current and longitudinal State SNAP caseload data. While there 
are some efforts underway to bring a few States together under data sharing agreements, these 
efforts have been extremely difficult to implement. SNAP Quality Control data provide a rich 
dataset for some purposes, but lag in time before they are available, the cross-sectional nature of 
the sample limits certain analyses, and relatively small samples mean that they cannot be used 
for projects specific to certain geographic areas or samples of specially-selected participants. 

The objectives of this feasibility study are to understand the technological, policy, and cost 
requirements of creating a system that could capture and store State SNAP caseload data; 
identify barriers to State cooperation and ways to overcome those barriers; identify potential 
risks associated with data quality, cost, privacy, confidentiality and potential abuses; and provide 
options for delivering all data and a representative sample from each State Agency. 

Catalog of Noncash TANF Assistance Programs 

This study would develop an updated catalog of State TANF programs or policies that provide a 
noncash TANF benefit to SNAP household, including the number of households and individuals 
that have received the benefit in recent years. 

Methods to Standardize State Standard Utility Allowances 

This study would develop alternative methods for standardizing the development of Standard 
Utility Allowances (SUA) across the States. Devoting resources to standardizing the process for 
calculating annual SUAs has the potential to produce information that could be used to improve 
and simplify State and Federal program administration. 
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Improved Reporting WiC Participants by Food Package 

The change in the WIC food packages in 2009 was followed by conforming changes in the 
requirements for reporting data in the biennial WIC Participant and Program Characteristics (PC) 
data collection. The results from PC2010 indicate that many States are having challenges 
providing the biennial data with proper assignment of participants to the 27 WIC food package 
categories. This project would enable FNS to work with State agencies to refine and improve the 
accuracy and completeness of reporting to properly align with the food package categories in 
preparation for the PC2014 data collection. 

Commodity Food Distribution System 

The project will provide a descriptive analysis - based on data currently submitted to FNS ~ of 
food distribution systems. The project would examine food delivery systems, storage centers, 
associated costs, and the services States receive for costs incurred. 

Analytic Support for Policy Development 

These blanket purchase agreements provide for analysis of existing data sets to address a variety' 
of specific program or methodological questions useful to program managers and to support 
development of cost estimates for legislative, budgetary and regulatory proposals. These include 
the generation of estimates of the number of people eligible for WIC, development of 
information to support State WIC funding allocations, and an annual analysis of regional office 
review of school meal applications. Separate agreements are in place for SNAP, CN, and WIC. 
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Studies and evaluations planned by Center for Nutrition Policy and Promotion 
are described below: 


Evidence Reviews to Facilitate Development of Dietary Guidance for Infants 
and Young Children 0-2 Years 

The Nutrition Evidence Library (NEL) will initiate a series of systematic 
reviews on dietary intake and feeding practices of infants and toddlers birth 
to 2 years of age to inform future development of dietary guidance for this 
population, and assist in preparing infants and young children to meet the 
Dietary Cu’dalincs for Americans, traditionally targeted to Americans ages 2 
years and older. The NEL will collaborate with the National Institutes of 
Health to hold a series of workshops to identify and prioritize key topics 
that need to be addressed. Systematic reviews examining the relationship 
between dietary patterns and health of children aged 1-2 years will be 
conducted 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractors: 

Congressional Mandate: 


$36,000 + 2 FTEs 
$33,000 + 1.5 FTEs 
March 2012 
April 2013 

Academy of Nutrition and Dietetics 
USDA National Agricultural Library 
Yes - Study supports development of 
mandated Dietary Guidelines 


Evidence Monitoring and Systematic Reviews to Support Development of the 2015 
Dietary Guidelines for Americans 


The NEL is engaged in the ongoing development of a transparent database of 
systematic reviews that reflect the most current research available on. a wide 
range of food and nutrition- related topics. The NEL conducted approximately 
130 systematic reviews to support the development of the Dietary Guidelines 
for Americans , 2010. The NEL continues to monitor and update important 
systematic reviews and critically evaluates research on emerging topics in, 
preparation for the 2015 Dietary Guideline Advisory Committee. .Reviews 
describe the relationships between food and health such as, whole grains and 
heart disease, sugar-sweetened beverages and weight, sodium and blood 
pressure, and how the food environment and individual behaviors impact diet 
and health and consumer adoption of food safety practices. 


Total Project Cost: 

Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractors: 

Congressional Mandate: 


FY2012 $150,000 + 4 FTEs 
FY2013 $166,000 t- 9 FTEs 
$160,000 4.5 FTEs 

October 2012 
November 2014 

Academy of Nutrition and Dietetics 
USDA National Agricultural Library 
Yes - Supports development of Dietary 
Guidelines 


The Low-Cost, Moderate-Cost, and Liberal Food Plans 

The USDA' s Low-Cost, Moderate-Cost, and Liberal Food Plans need to be revised 
to reflect the 2010 Dietary Guidelines for Americans, food consumption 
patterns, and food composition data. Each plan serves a number of purposes. 
For example, the Low-Cost E’ood Plan is used often by bankruptcy courts to 
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determine the portion of income someone filing for bankruptcy needs to 
allocate to necessary food expenses. The value of the Moderate-Cost and 
Liberal Food Plans are used by the Department of Defense to determine the 
Basic Allowance for Subsistence rates for enlistees. During 2013, the CNPP 
will update these plans. The methods used to update the Thrifty Food Plan, 
which is used to establish SNAP allotments, will be applied to the update of 
these higher cost plans. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


i . 0 FTE per year 
O.G FTE 
Late 2013 
2014 

In-house 

No 


Mr. Aderhclt: Provide a table that shows the number of staff funded by 
each appropriation provided under the Food, Nutrition and Consumer Services 
heading broken out by discretionary and mandatory funds. Please show the CNPP 
staff years on separate lines. 

Response: The information is provided for the record. 

[The information follows:] 


STAFF YEAR DISTRIBOTION 
(From All Sources of Funds) 



2011 

2012 

2013 

Project 

Actual 

Actual 

Estimate 

Mandatory Funds : 




Supplemental Nutrition Assistance 
Program 

125 

154 

164 

Child Nutrition Programs 

168 

198 

221 

Discretionary Funds : 




Commodity Assistance Program 

2 

3 

3 

Supplemental Nutrition Program 
for Women, Infants and Children 

22 

28 

30 

Nutrition Programs Administration 

1, 021 

899 

974 

Center for Nutrition Policy and 
Promotion 

32 

32 

32 

Total Available 

1, 370 

1, 314 

1, 424 


Mr. Aderholt: FNS makes available nutrition education and information 
to all AmLericans regardless of income. How much of your total agency budget 
is spent on nutrition education? How many other USDA agencies conduct 
nutrition education programs? How do you coordinate with other agencies to 
ensure that you are not duplicating efforts? What is the total Department 
spending in nutrition education? Of this total Department-wide spending, 
what amount is directed towards obesity? Please provide specific examples 
demonstrating results from nutrition education programs. 
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Response: The Food and Nutrition Service anticipates spending about 

$1.0 billion in FY 2013 for nutrition education. Within USDA, a number of 
other agencies, including the Center for Nutrition Policy and Promotion 
(CNP?) , the National Institute of Food and Agriculture (NIFA), the Economic 
Research Service, and the Agricultural Research Service (including the 
National Agricultural Library) are all involved in either direct provision of 
nutrition education or in research that supports scientific evidence-based 
nutrition education. 

FNS' nutrition education activities differ from other Federal efforts 
because they are designed to address the unique needs of individuals and 
families that participate in the nutrition assistance programs. The focus of 
nutrition education in the FNS programs is on promoting healthy eating and 
physical activity behaviors to maintain good health and to prevent or reduce 
diet related health risks including overvjeight and obesity. The content and 
educational approaches used focus on the needs of low-income people and the 
challenges they face in consuming a healthy diet and being physically active 
with limited resources and less access to healthy foods and physical activity 
resources in their communities. As these programs serve 1 in 4 Americans over 
the course of a year, the investments listed above actually translate into 
relatively modest per participant expenditures. 

The Department of Health and Human Services (HHS) shares responsibility 
with CNP? and other USDA agencies to provide nutrition information for the 
general public. The CNPP and HHS v/ork together to prepare the Dietary 
Guidelines for Americans, the nation's basic nutrition policy, and a number 
of DHHS agencies use nutrition education and promotion as part of their 
health promotion, disease reduction and treatment strategies. 

Within the USDA, NIFA also provides nutrition education, and the 
National Agricultural Library provides nutrition information and education 
resources as part of their information services. The USDA Human Nutrition 
Coordinating Committee (HNCC) is the primary mechanism for advancing ongoing 
collaboration among all of the USDA agencies and with HHS agencies. The 
Committee consists of representatives of the USDA mission areas that carry 
out these functions, including FNS as well as representatives from HHS. The 
Committee meets quarterly to discuss and share current work, emerging issues 
and future plans. The purpose of the HNCC is "...to ensure that ...all activities 
related to public education and information relating to human nutrition is 
carried out in an integrated and coordinated manner..." 

In pursuing their specialized missions, FNS and CNP? work with these 
and other Federal agencies to ensure that nutrition education activities are 
coordinated and effective, messages are based on sound science, and 
duplication of effort is avoided. 

To coordinate policy and program activities, FNS and CNPP participate in 
Federal interagency committees, such as the Dietary Guidance Working Group, 
the Human Nutrition Coordinating Committee, HeaithierUS Workgroup; 

Interagency Child Care Group, and the Nutrition and Food Safety Education 
Committee . 

A number of FNS nutrition education activities reflect partnerships 
with other Federal agencies. The Fruits and Veggies, More Matters 
partnership, for example, to promote increased consumption of fruits and 
vegetables, involves other USDA agencies and the Centers for Disease Control 
and Prevention (CDC), as well as external partners. Similarly, the 
Department of Education and CDC work with FNS as a supporter of local school 
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wellness policies and Team Nutrition, our school-based nutrition education 
effort. FNS has also worked closely with CDC is to enhance SNAP-Ed's focus on 
obesity prevention. FNS works in partnership with the National Agriculture 
Library to make science-based information accessible to nutrition, education, 
and to collect and share resources developed by State partners as well as at 
the national levels. FNS is collaborating with ARS-to foster innovative 
nutrition education approaches for the WIC Program. 

t’NCS makes every effort to share and collaborate on nutrition education 
and information materials. FNCS works with other Federal agencies in 
deve.loping new materi.ais to take advantage of specialized expertise, maximize 
the use of limited resources, ensure consistency and avoid duplication. FNCS 
also permits other agencies to join in print orders on new nutrition 
education products, reducing costs. FNCS shares completed materials through 
the agency's web site and the USDA' s National Agricultural I^ibrary. FNCS 
also encourages collaboration among the federal nutrition assistance programs 
at the State and local levels by encouraging State programs to work together 
to plan and implement collaborative nutrition education interventions around 
a common goal. 

Nutrition professionals across the country are working to plan and 
implement science-based nutrition education and promotion programs designed 
to help low-income families and children to make healthier choices. These 
interventions use evidence-based methods along with content and resources 
that are culturally relevant, age appropriate, clear and feasible for low 
income households to put into action. For example, a 2008 literature review 
(Escamilla et al, "Impact of peer nutrition education on dietary behaviors 
and health outcomes among Latinos: A systematic literature review", 
http ; //W WW . nebi . nlm. nih . qov/pn i c/articles/PMC2?469Q3/ ) found that peer 
nutrition education has a positive influence on diabetes self-management and 
breastfeeding outcomes, as wel.1 as on general nutrition knowledge and dietary 
intake behaviors among Latinos. 

Specifically with regard to FNS-supported nutrition education, an 
evaluation of Eat Well Play Hard in Child Care Settings, a SNAP-Ed 
intervention delivered by the New York State Department of Health, indicated 
a significant increase in daily at-home consumption of vegetables and in use 
of 1 percent or fat-free milk by children. Children in the intervention group 
were about 39 percent more likely at follow-up than children in the control 
group to drink or use 1 percent or fat-free milk. See 
ht tp: //W W W. fns . usda . q ov /ORA/menu / Published/ SNA P / F I LE S /Qt he r / SN AP- 
EdWavelEatWell Vol l . pd f 

Mr. Aderholt: Please provide for the record the FNS programs that 
require state matc.hing funds, and the percentage required. 

Response: The inform.ation is provided for the record. 

[The Information follows:] 

There are two matching requirements for the Food Distribution Programs: 

1. The Food Distribution Program, on Indian Reservations (FDPIR) requires 
that each participating Indian Tribal Organization (ITO) or State 
agency match 25 percent of approved adm.inistrative expen.5es. With 
compelling justification, ITOs or State agencies may be granted a lower 
match . 
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2. In The Emergency Food Assistance Program (TEFAP) , each State agency is 
required to match, either cash or in-kind, each dollar of 
administrative funds received and retained by the State for State-level 
costs or made available to eligible agencies that are not considered 
emergency feeding organizations. Any funds passed through to emergency 
feeding organizations, such as food pantries, food banks, and soup 
kitchens, or spent on behalf of such emergency feeding organizations, 
are not required to be matched. 

There are two matching requirements for the Child Nutrition Programs: 

1. The State Revenue Matching Requirement (SRMR) is an annual match in 
order to receive National School Lunch Program (NSLP) general cash 
assistance funds. For each school year, the amount of State revenues 
appropriated or used specifically by the State for program purposes 
must not be less than 30 percent of the funds received by the State 
under section 4 of the National School Lunch Act during the school year 
beginning July i, 1980. The State revenues derived from the operation 
of these programs and State revenues expended for salaries and 
administrative expenses at the State level are not considered in this 
computation; however, if the per capita income of any State is less 
than the per capita income of the United States, the matching 
requirements computed will be decreased by the percentage by which the 
State per capita income is below the per capita income of the United 
States . 

2. The State Funding Requirement (SFR) is an annual match in order for the 
State to receive federal State Administrative Expense (SAE) funds. 

This requirement is based on the amount of funds a State contributed 
towards the administration of the Child Nutrition Programs for Fiscal 
Year 1977, As provided for in the Child Nutrition Act, States must 
spend at least as much from State revenues for the administration of 
the NSLP, School Breakfast Program (SBP), Special Milk Program (SMP), 
and Child and Adult Care Food Program (CACFP), as they did for Fiscal 
Year 1977. 

There is one matching requirement in the Special Supplemental Nutrition 
Program for Women, Infants, and Children (WIC) Program: 

1. State agencies participating in the WIC Farmers' Market Nutrition 

Program (FMNP) must provide State, local or private funds, or program 
income equal to not less than 30 percent of their total FMNP 
administrative costs. In certain situations, Indian State agencies can 
provide a lower percentage of matching funds, but not lower than 10 
percent of the administrative cost of the program. 

For Supplemental Nutrition Assistance Program (SNAP) , USDA funds SNAP 
benefits at 100 percent. OSDA also reimburses State administrative costs at 
a 50 percent match rate. In addition, USDA provides 100 percent federally 
funded grants to State agencies annually for administrative costs of 
operating an Employment and Training (E&T) program. State spending on SNAP 
E&T beyond this grant is reimbursed at 50 percent. 


Mr. Aderholt: Please provide an organizational chart for the Nutrition 
Programs Administration account f or fiscal year 2012. What is the actual 
level of staffing expected for fiscal years 2013 and 2014? 
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Response: The information is provided for the record. 

[The information follows:] 


E’ood & Nutrition Service Organizations 

FY 2013 

Office of the Administrator 

Civil Riahts Office 

Communications and Governmental Affairs 

Office of Policy Support 

Suoplemental Nutrition Assistance Program 

Special Nutrition Programs 

Management, Technology, and Finance 

Financial Management 

Chief Information Officer 

Management 

Regional Operations and Support 

Regional and Field Offices 

Retail Operations Division 

Center for Nutrition Policy and Promotion 


The expected level of Nutrition Programs Administration staffing is 
1,006 for each fiscal year 2013. 


Mr. Aderholt: Please provide a table with all mandatory funding that 
is provided in authorizing language for F'NS programs in fiscal years 2012 and 
2013. List the name, program and amount. 

Response: The information is provided for the record. 

[The Information follows:] 


Name 

Program 

FY 2012 
Funding 

FY 2013 
Funding 

Direct Certification Performance 

Bonuses' 

CNP 

$4,000,000 

$4,000,000 

Food Service Management Insritute 

CN? 

5, 000, 000 

5, 000, 000 

Fresh Fruits and. Vegetables - Grants to 
States’" 

CNP 

137,000, 000 

.1 74,000, 000 

Grants to States - Administrative 

Rev.;;,ew (TAR) 

CNP 

4,000, 000 

4,000, 000 

Information Clearinghouse 

CNP 

250, 000 

250,000 

Professional Standards - Foodservice' 

CNP 

1,000,000 

1,000,000 

Technical Assistance - Program 

Integrity (TAP) 

CNP 

4,000, 000 

4 , 000, 000 





Name 

Program 

FY 2012 
Funding 

FY 2013 
Funding 

Far^L to School Grant 

CNP 

0 

5, 000, 000 

Child Jiunger Research 

CNP 

0 

10, 000,000 

Hunaer Demonstration Projects 

CNP 

0 

40, 000,000 

Senior Farmers Market Nutrition Program 

CAP 

20, 600,000 

20, 600, 000 

WIC UPC Database 

wIC 

1,000,000 

1, 000, 000 

^ Prov^ided in the Healthy, Hunger-Free Kids Act of 2010 (P.L. 111-296) . 

' For FY 2012, the transfer from Section 32 funds was scheduled to occur on July 
the Consolidated and Further Continuing Appropriations Act, 2012 delayed S133,0CC 
transfer until October 1, 2012. For FY 2013, the transfer from Section 32 funds 
occur on July 1, 2013; however, the Consolidated and Further Continuing Apprcpri^ 
delayed 5117,000,000 of the transfer until October 1, 2013. 

1, 2012; however, 
),000 of the 
was scheduled to 
itions Act, 2013 
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QUESTIONS SUBMITTED 3Y CONGRESSMAN ALAN NUNNELEE 
Women, Infants, and Children- Food Eligibility 

Mr. Nunnelee: The Special Supplemental Nutrition Program for Women, 
Infants, and Children (WIC), Food and Nutrition Service (FNS) lists canned 
tuna as a WIC-eligible food. In fact, FNS states, "fish is a good source of 
protein, omega 3 fatty acids and other nutrients." While the Food and Drug 
Administration (FDA) advisory is currently being reexamined with respect to 
consumption limits, do you believe canned tuna is a cost-effective and 
healthy lean protein that is a beneficial part of a developing child's diet? 

Response: Canned fish (including tuna) is an eligible food only in the 

WTC food packages for fully breastfeeding women. The foods authorized tor 
the WIC food packages are based on scientific recommendations from the 
National Academies' Institute of Medicine (lOM) 2005 Report, fvWC Food 
Packages: Time for a Change. In fiscal year 2013 USDA intends to begin 
drafting specifications for a new scientific review of the WIC food packages 
to comply with Section 232 of the Healthy, Hunger-Free Kids Act of 2010. 

This review will incorporate current science, including federal guidance 
issues by FDA and the 2015 Dietary Guidelines for Americans recomiriendations . 


National School Lunch Program- Purchasing Requirements 


Mr. Nunnelee; USDA FNS claim the Agency provides tuna as part of the 
commodity food programs. However, in the past three years, the USDA has not 
purchased canned tuna. In FY2012, the National School Lunch Program (NSLP) 
received approximately $11B in funding and the Commodity Procurement account 
received approximately The USDA has stated, "FNS administers domestic 

food distribution programs, with direct procurement assistance from 
Agricultural Marketing Service (AMS)." If USDA believes tuna is a good 
sources of protein and should provide canned, tuna via the commodity purchase 
program, why has FNS or AMS not purchased tuna in three years? 


The last Supplement LS-500 to AMS Master Solicitation for purchase of 
tuna products was issued in August 2009. Why, after many years of steady 
purchases of canned tuna by FNS/AMS, did those requests suddenly stop? If 
those purchases were to begin again, how many eligible bidders would there be 
today? What defines an eligible bidder? Does the domestic requirement limit 
competition for U.S. government contracts? What actions can be taken by USDA 
to ensure free and fair competition and/or create a larger market for U.S.- 
flagged vessels? 


Response; USDA regulations stipulate that commodity foods procured by 
the USDA must be produced domestically. At this time, there are no domestic 
producers of tuna. Thus, we are not able to offer tuna through the USDA 
.Foods commodities program. 
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QUESTIONS SUBMITTED BY CONGRESSMAN DAVID G. VALADAO 


Women, Infant, & Children (WIC) 

Mr. Vaiadao: T don't fully understand the reasoning behind the Women, 
Infants and Children program using an outdated set of dietary guidelines~the 
2005 Dietary Guidelines for Americans— for the basis of its recominendation to 
exclude fresh white potatoes from the WIC program while it allows every other 
fresh vegetable (and fruit) in the produce aisle. It seems to me that USDA 
would want to use the latest available science, the 2010 Dietary Guidelines, 
as the foundation for the operation of the WIC program. 1 would appreciate 
you explaining this reasoning in detail on the record. While fresh white 
potatoes cannot be purchased with WIC benefits at a grocery store or 
supermarket, those same potatoes can be purchased using W'lC benefits at a 
farmers' market. What is the nutrition science behind this? Please be 
specific. I already understand the voucher system used at farmers' markets 
and do not consider this to be an acceptable scientific answer behind the 
difference. Furthermore, please cite peer reviewed research in this answer. 

Response: The foods authorized for the Special Supplemental Nutrition 

Program for Women, Infants and Children (WIC) are based on scientific 
recommendations from the National Academies' Institute of Medicine (ICM) 2005 
Report, WIC E’ood Packages : Time for a Change. On December 6, 2007, USDA 
published an interim rule based on the lOM recommendations. The comment 
period for the interim rule closed February 1, 2010, 

Among the changes made by the interim rule was the inclusion of newly 
eligible WIC foods, including fruits and vegetables. Although vegetables 
were added to the food package, white potatoes were excluded, consistent with 
the science-based recommendations of the lOM. The restriction of white 
potatoes was based on data indicating that consumption of starchy vegetables 
meets or exceeds recommended amounts, and food intake data showing that white 
potatoes are the most widely used vegetable. lOM determined that the 
addition of white potatoes in the WIC food packages would not support the 
goal of expanding the types and varieties of fruits and vegetables available 
to program participants. 

In fiscal year 2013 USDA intends to begin drafting specifications for a 
new scientific review of the WIC food packages to comply with Section 232 of 
the Healthy, Hunger-Free Kids Act of 2010. This review will incorporate 
current science, including federal guidance issues by FDA and the 2015 
Dietary Guidelines for Americans recommendations. 

The Farmers' Market Nutrition Program (FMN?) is associated with WIC, 
but has different rules based on its authorizing legislation. The FMNP was 
established by Congre.ss in July 1992, to provide fresh, nutritious, 
unprepared, locally grown fruits and vegetables through farmers' markets and 
roadside stands to WIC participants, and to expand awarenevSS and use of, and 
sales at, farmers' markets and roadside stands. As such, white potatoes are 
eligible for purchase using the FMNP coupon. 



265 


QUESTIONS SUBMITTED BY CONGRESSWOMAN DELAURO 
Nutritional Value of WIC Food Packages 

Ms. DeLauro: How did the USDA ensure that the new WIC food packages 
were science-based? Has Congress ever specified which particular foods are 
to be included in the WIC food package? What is the scientific and 
nutritional basis for not allowing WIC participants to purchase white 
potatoes with their cash value vouchers for fruits and vegetables? 

Response: The foods authorized for the Special Supplemental Nutrition 

Program for Women, Infants and Children (WIC) are based on scientific 
recommendations from the National Academies' Institute of Medicine (lOM) 2005 
Report, WIC Food Packages: Time for a Change. On December 6, 2007, USDA 
published an interim rule based on the lOM recommendations. The comment 
period for the interim rule closed February 1, 2010. 

Among the changes made by the interim rule was the inclusion of newly 
eligible WIC foods, including fruits and vegetables. Although vegetables 
were added to the food package, white potatoes were excluded, consistent with 
the science-based recommendations of the lOM. The restriction of white 
potatoes was based on data Indicating that consumption of starchy vegetables 
meets or exceeds recommended amounts, and food intake data showing that white 
potatoes are the most widely used vegetable. lOM determined that the 
addition of white potatoes in the WIC food packages would not support the 
goal of expanding the types and varieties of fruits and vegetables available 
to program participants. 

Section 1.7 (b) (14) of the Child Nutrition Act of 1966, as amended, 
designates the Secretary to prescribe the supplemental foods in the WIC food 
packages. The legislation defines supplemental foods as those containing 
nutrients determined by nutritional research to be lacking in the diets of 
pregnant, breastfeeding, and postpartum women, infants, and children and 
foods that promote the health of the population served by the program as 
indicated by relevant nutrition science, public health concerns, and cultural 
eating patterns. 

The Department of Agriculture is committed to issuing a final 
rulemaking that is science-based and designed to improve the health of WTC 
participants. In fiscal year 2013 USDA intends to begin drafting 
specifications for a new scientific review of the WIC food packages to comply 
with Section 232 of the Healthy, Hunger-Free Kids Act of 2010. This review 
will incorporate current science and the 2015 Dietary Guidelines for 
Americans recommendations . 
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U.S. DEPARTMENT OF AGRICULTURE 
WITNESSES 

PHYLLIS K. FONG, INSPECTOR GENERAL 

KAREN L. ELLIS, ASSISTANT INSPECTOR GENERAL FOR INVESTIGA- 
TIONS 

GIL H. HARDEN, ASSISTANT INSPECTOR GENERAL FOR AUDIT 

Introduction of Witnesses 

Mr. Aderholt. The subcommittee will come to order. 

We have before us today USDA Inspector General Phyllis Fong, 
and Assistant Inspector General for Investigations Karen Ellis, and 
the Assistant Inspector General for Audit Gil Harden. 

We welcome all of you to the Subcommittee, and thank you for 
being here this morning. This Subcommittee has always appre- 
ciated the work of the Office of the Inspector General. 

Ms. Fong, thank you and your staff for the work to combat fraud, 
waste, and abuse within the USDA’s programs. We are especially 
interested in your work on the Supplemental Nutrition Assistance 
Program, known as SNAP, and also the department’s longstanding 
challenges with security over its information technology infrastruc- 
ture and processes. So we look forward to your testimony here this 
morning. 

Before you begin, I would like to ask the Subcommittee ranking 
member, the distinguished gentleman from California, Mr. Farr, if 
he has any opening comments. 

Mr. Farr. Well, thank you very much, Mr. Chairman. 

And it is always one of our annual meetings that I look forward 
to. Unfortunately, we are not addressing you with any budget. We 
have got to make — with these hearings, we have got to make budg- 
etary decisions based on zip. And it is very difficult to do that. 

So, as I told the last panel, I wish that the White House would 
send the budget up here rather than the President up here, be- 
cause appropriators need a budget to work with. But hopefully, we 
will do the right thing, and we look forward to your testimony. I 
have a couple questions I would like to ask on specifics, and we will 
get to that at the Q and A period. Thank you very much. 

Mr. Aderholt. Thank you, Mr. Farr. 

Subcommittee members, we will proceed with the usual of the 
hearing under the 5-minute rule. We may have several rounds. It 
is my understanding we will be having votes within the next prob- 
ably 20 minutes, and we will be called away. What we will do is, 
when the votes are called, we will take a recess. And then we will 
return, reconvene after the vote, and continue with the questions 
from the members. 


( 267 ) 
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But I think, Inspector General, we will be able to get your testi- 
mony in this morning. And so you go ahead and start with your 
remarks. And your written testimony will be included for the 
record. So I would recognize you now for your oral statement, and 
then, as we proceed with time, before the votes, with questions; if 
not, when we return. Thank you. 

Opening Statement 

Ms. Fong. Okay. Good morning, Mr. Chairman, Ranking Mem- 
ber Farr, and members of the Subcommittee. 

We thank you for the opportunity to come today and testify about 
the OIG’s oversight work at USDA. We certainly appreciate this 
Subcommittee’s longstanding support for our office and your inter- 
est in our work. And as always, we welcome the chance to address 
your interests and concerns. As you know, our mission at the IG’s 
office is to help USDA deliver its programs effectively and with in- 
tegrity. We do this by providing independent, professional audit 
and investigative services, and by keeping you and the Secretary 
informed of our findings. 

As you know, our audits can result in recommendations to im- 
prove program operations, while our investigations can lead to 
criminal sanctions, disqualification from USDA programs, and dis- 
ciplinary actions. We do not have programmatic or operating au- 
thority, as you know. Instead, it is Qie responsibility of USDA 
agencies themselves to take appropriate corrective actions. As we 
plan our work, we look at four key areas within the department’s 
portfolio as a framework for prioritizing how we do our efforts. 

Our first area of focus is to support the department in ensuring 
the wholesomeness of the U.S. food supply. In this area, we re- 
cently reported on APHIS’s smuggling interdiction activities and 
FSIS testing for E. coli in beef trim, as well as FSIS meat inspec- 
tion activities. As summarized in my full statement, our findings 
led to several significant recommendations. Currently, we have in 
process work on E. coli testing in boxed beef products, as well as 
FSIS inspection procedures at swine slaughterhouses. 

Our second area of focus is to help USDA safeguard and effec- 
tively deliver its benefit programs. 

Mr. Chairman, you mentioned the SNAP program. That is cer- 
tainly the biggest program within the USDA portfolio, and as such, 
we have devoted a significant portion of our investigative and audit 
resources to this program. Last year, we reported over $57 million 
in results and 342 convictions from our investigative activities. We 
have also issued a group of audits addressing eligibility and fraud 
detection in the SNAP program. We have issued audits on soil 
rental rates in the Conservation Reserve Program, and we have 
looked at the crop insurance program from the perspective of new 
producers and organic programs. We have significant work ongoing 
right now vis-a-vis vendor management in the WIC program, as 
well as RD’s business and industry guaranteed loan program. 

Our third area of focus deals with assisting the department in 
improving its own management systems. Again, Mr. Chairman, you 
mentioned the department’s IT security challenges. We have cer- 
tainly spent quite a bit of time on those issues, as well as the de- 
partment’s financial statements and its efforts to reduce improper 
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payments. All of those audits are statutorily required, and we are 
in process again this year looking at all of those areas. 

We have also focused on the grant management process within 
the department. Specifically, we issued a report on OAO’s grants 
management activities. And we have ongoing work to assess FAS’ 
trade strategies, as well as the settlement claim process for the so- 
called Pigford litigation. 

Finally, in the area of helping USDA improve its stewardship of 
natural resources, we issued a number of audits regarding NRCS’ 
efforts in the area of oversight and compliance activities, floodplain 
easements, and migratory bird habitats. That was all within the 
last year. We have ongoing audits on the EQIP program and the 
rehabilitation of flood control dams. As you know, we are also 
working to finish our remaining oversight concerning USDA’s $28 
billion in Recovery Act funds. And we view these audits and inves- 
tigations as very significant, because even though they apply to the 
money that was provided under the Recovery Act, the recommenda- 
tions that we make will go to how the programs function moving 
forward with their regular appropriations. And so we believe that 
our recommendations for action can have a lasting impact on the 
management of those programs. We issued recently an audit of 
RD’s Business Enterprise Grant Program, as well as loss claims in 
the Single Family Housing Program. And I think you all are very 
much aware of those audits. 

Significant work that we have ongoing involves reviews of the 
broadband initiative program and Forest Service grant making ac- 
tivities. In conclusion, Mr. Chairman, I want to thank you again 
and just point out that we within the IG’s office are very cognizant 
of the need to improve our own activities. We have been engaged 
in streamlining our activities. And we appreciate the support that 
you have given us over the years. Thank you. 

[The information follows:] 
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Good morning, Chairman Aderholt, Ranking Member Farr, and Members of the Subcommittee. 

Thank you for the opportunity to testify concerning the oversight the Office of inspector General 
(OIG) provides to Department of Agriculture (USDA) programs. As you know, OiG’s mission is to 
promote economy, efficiency, effectiveness, and integrity in the delivery of USDA’s programs. 

OIG conducts audits designed to ascertain if a program is functioning as intended, if program 
payments are reaching intended recipients, and if funds arc achieving their intended purpose. Our 
audits make recommendations wc believe wilt help USDA belter accomplish its mission. Wc do not 
have programmatic or operating authority over agencies or programs; instead, agencies arc responsible 
for implementing our recommended corrective actions. We also conduct investigations of individuals 
and entities suspected of abusing USDA programs — these investigations can result in tines and 
imprisonment for those convicted of wrongdoing, disqualification from USDA programs, and agency 
disciplinary actions for USDA employees found to have engaged in misconduct. 

In fiscal year (FY) 2012, OKI’s activities resulted in potential monetary results totaling over 
$1.5 billion. We issued 76 audit reports intended to strengthen USDA programs and operations, 
which produced about $1.4 billion in potential results. OIG investigations led to 538 convictions with 
potential results totaling over $106 million. 

Today 1 will discuss our most significant recent audits and investigations under our major strategic 
goals, which provide a framework for prioritizing OKTs continually changing portfolio of oversight 
work. We will summarize our remaining work overseeing the Department’s administration of 
American Recovery and Reinvestment Act of 2009 (Recovery Act) funds.* Finally, wc will describe 
OIG’s efforts to streamline our operations. 

Goal i: Strengthen USDA’s Safety and Security Measures for Public Health 

■fo support USDA’s mission to ensure the wholcsomcncss of the U.S. food supply, CIO conducts 
audits and investigations intended to ensure that U.S. consumers purchase safe, high quality products. 

I’he Animal and Plant Health Inspection Service (APHIS) and Smii^^gling Interdiction 

APHIS’ Smuggling, Interdiction and fradc Compliance (Sri'C) unit prevents the unlawful entry and 
distribution of prohibited agricultural products that may harbor plant and animal pests, diseases, or 

' Pub. L. No. j 1 1-5, 123 Slat. 1 15 {2009). 
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invasive species. These prohibited products and pests cause billions of dollars in lost revenue and 
millions in cleanup costs. We found that SITC’s control environment did not include a system of 
management accountability that would foster efficiency, adequacy, or accuracy in achieving its core 
mission and reporting its results. For example, 90 percent of SITC’s market surveys (intended to seize 
prohibited products and investigate their origins) were not successful at cither seizing a prohibited 
product or in generating a trace back to identify the importer of a prohibited product. For the surveys 
that were successful in these two areas, SffC did not take further action to stop future shipments for 
96 percent of the higher-risk imported prohibited products it seized. We recommended that APHIS 
assess the effectiveness of SiTC’s mission, and the agency agreed. 

The Food Safety and Inspection Service (FSIS) and Meat Inspection 

OIG has also published several recent audits intended to help improve the quality orin.spections FSIS 
performs at meat processing plants around the country. One audit set out to determine if FSIS has 
sufficient inspection personnel to adequately monitor establishments that process meat and poultry 
products.^ Although FSIS requires inspectors to visit slaughter establishments at least once per day, 
and at least once per operating shift, we noted that inspectors did not alway.s comply due to events such 
as inclement weather, traffic delays, inspector delays at prior establishments, and unscheduled leave by 
inspectors. When such unexpected events occurred, FSIS liad not established mitigating procedures 
for inspectors to use during the next scheduled visit to ensure that meat and poultry products were 
processed on the missed date in a safe and sanitary manner. Wc recommended that FSIS develop 
mitigating procedures for inspectors to perform when they miss scheduled inspections at processing 
establishments and require supervisors to analyze data from followup visits. FSIS generally agreed 
with our recommendations. 

Another audit report follows in a series of reports OIG has published regarding how FSIS tests for 
Escherichia cvli 0 157:117 (fi coli) in U.S. beef trim. We analyzed whether the beef industry’s 
sampling and testing protocols vary atnong plants and dilTer from FSIS standards, and also examined 
whether lest results arc used by FSIS and the beef industry to improve Ibod .safely. We found that 
intlustry was performing thousands of/f. coli tests daily and generally following FSIS’ recommended 
procedures. Overall, industry was taking appropriate steps to help ensure that U.S. beef is safe froiii 
E- coli conlaniinalion. Wc did, however, note several areas where FSIS anti industry could further 

■ ftccausc I'SIS (iid not trad: avhclitcr c.slahtishmcnts itiisscd scbcdulcd proccdtircs tUtc to ttnavailabte ittspedors, we were 
unable to reach ;i conclusion on the sttl'ncieiicy ofl-'SiS' ituspcclion statV level 
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ensure food safely. FSIS has not issued detailed and sufficient guidance for defining industry’s plans 
for high event days^ and setting forth the agency’s expectations for how industry should react. We 
recommended that FSIS issue revised guidance to industry regarding the agency’s expectations for 
trim sampling and how industry should plan for and react to high event days. FSIS agreed. 

Several recent OIG investigations have also highlighted the need for continued vigilance in the area of 
food safety. In May 2012, a Kansas food company was convicted and sentenced to pay $480,282 in 
restitution to the U.S. Bureau of Prisons for selling misbranded meal products. From August 2006 
through July 2007, the manufacturer caused more than I million pounds of beef trim to become 
adulterated and misbranded; it then sold, transported, and delivered this beef to Federal correction 
institutions located in several States. 

Other investigations have helped protect the USDA organic label from individuals who would abuse it. 
In April 2012, an Oregon man who sold 4.2 million pounds of conventionally grown corn falsely 
labeled as USDA-ccrtified organic corn was sentenced to 27 months in prison and 36 months of 
supervised release for wire fraud. 'Phis corn had been fed to cattle, and the resulting beef and dairy 
products were sold to consumers as USDA-certified organic. Similarly, in November 2012, the owner 
of a large volume organic products company was sentenced in California to 78 months in Federal 
prison for selling fertilizer falsely represented as organic. Me was also ordered to pay $9 million in 
restitution. 

Goal 2: Strengthening Program Integrity and Improving Bencllt Delivery 

One of CIO’s most important goals is helping USDA safeguard its programs and ensuring that benefits 
are reaching those they are intended to reach. Given the size of tlie Food and Nutrition Service’s 
(FNS) Supplemental Nutrition Assistance !*rogram (SNAP) — $82 billion in FY 2012 — OIG kis made 
a concerted effort to oversee compliance within that program. 

OIG continues to direct a large percentage of its investigative resources to combatting the tmlflcking 
of SNAP benefits.'* in FY 2012, OIG devoted about 52 percent of its investigative resources to 
SNAP-related criminal investigations, which rcsuUcd in 342 convictions and monetary results totaling 
$57.7 million, in a recent example, OIG determined that a California .slorcovvncr and a ‘Yunnef’ 
cxcculed a plan to facilitate the exchange ofeleclronic benefit transfer (liBT) benefits for cash, flie 

A hi'iii evciU <iav" is a ciav when a meal j)roccs.sii)g piaiu experiences more po.silive E. co/i Icsls Ihnn usuai. 

* 1 l al licking IS the illegal exchange ofSN.AP bencllls lor cash or other ineligible items. See 7 U.S.C. ^ 2024(b). 
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runner gathered SNAP recipients’ EBT cards, cashed them in at a store, and then returned cash to 
recipients, [n October 20 1 2, the .store owner was sentenced to 40 months’ incarceration, and he and 
the runner were ordered to pay $1.1 million in restitution. 

We also continue to work closely with State and local law enforcement agencies to prosecute SNAP 
recipients who abuse benefits. For instance, in March 2012, when a Texas storcowner was convicted 
of trafficking $ 1 .3 million in SNAP benefits in his convenience store, OIG worked with local 
authorities to pursue the recipients as well. The.se individuals used their benefits to buy various 
ineligible items including gasoline, tobacco products, and alcohol, anti also to play video poker at the 
store, fo date, the local district attorney has accepted referrals of over 1 00 SNAP recipients for 
prosecution by the State of Texas. 

OIG audits have shown that FNS can improve its controls over SNAP. One audit analyzed 
SNAP-related databases at F'cderal and State levels to identify anomalies that may result in ineligible 
individuals receiving SNAP benefits. We found that, while FNS and States do have tools for ensuring 
applicant eligibility and detecting fraud. States either do not make full use of the tools, or cannot rely 
on the data provided by the tools to take actions related to benefits. While our data mining reviews 
found a relatively low percentage of potentially ineligible recipients receiving SNAP benefits (just 
0.20 percent), that percentage represents large sums in a program of SNAP’s size — about $3.7 million 
per month. OIG recommended that FNS make full use oftho fraud detection tools it already has, as 
well as strengthen its fraud reduction efforts. I'NS agreed to our recommendations. 

Other Food Assistance Programs 

Of course, SNAP is not the only food assistance program that can benefit from improved oversight. 
The National School Lunch Program contracts with food service management companies to serve 
3 1 million children lunch each day, with total disbunsements ofapproximately $1 1 billion. Our review 
of 1 8 school food authorities showed that 1 1 did not exercise sufficient management oversight to 
ensure they received the full benefits of purchase discounts and rebates and the value of 
USDA-donated foods. As a result, we questioned almost $1.7 million in ujiallowablc costs and 
USDA-donalcd foods that could not be accounted for. We rocomnicndcd that FNS improve its 
controls over these contracts and agency officials generally agreed. 
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An OIG investigation revealed that an organized group of individuals opened 1 3 storefront operations 
ii\ Georgia to defraud SNAP and the Special Supplemental Nutrition Program for Women, infants, and 
Children. From February 2009 to June 201 1, this group illegally exchanged over $5 million in benefits 
for cash. To date, 16 individuals have been charged with conspiracy or theft of Government funds. In 
FY 2012, 13 individuals were sentenced to incarceration periods ranging from 9 to 63 months and 
were ordered to pay a total of $6.3 million in restitution. Three individuals are scheduled for trial in 
June 2013. 

Farm Programs 

OIG also works to help ensure the integrity of USDA farm programs. A recent audit reviewed how the 
Farm Service Agency (FSA) determines the soil rental rates used for payments in its Conservation 
Reserve Program (CRP) — a program that provides annual payments to producers who agree to 
maintain conservation practices such as establishing grass cover on farms to prevent soil erosion and 
reduce chemical runoff. We found that FSA did not use the National Resources Conservation 
Service’s (NRCS) most up-to-date measure of soil productivity, which uses scientific data relating 
directly to the ability of soils, landscapes, and climates to Ibstcr crop productivity on non-irrigated soil. 
Additionally, FSA did not use the National Agricultural SUitislics Service’s (NASS) statistically valid 
survey of county average rental rates for cropland and pastureland, and instead allowed States and 
counties to submit alternate rates, which were not always supported. OIG questioned these rates and 
determined that FSA’s rates exceeded NASS’ by about $127 million over the 10-year life of the CRP 
contracts. We recommended that FSA improve how it determines these rates, and the agency 
generally agreed. 

The Risk Management Agency (RMA) and Crop Insurance 

OIG has recently complclcd work on how RMA operates the crop insurance programs that U.S. 
farmers and ranchers rely on. One of our audits reviewed how RMA reinsures private insurance 
companies (known as approved insurance providers (AlP)) wiicn they insure new producers. Such 
'‘new producers” — defined as those who have no more than 2 years ofhislory farming a specific 
crop arc considered higher risk and PMA therefore rciitsurcs the All’s at a liigher rate. Wc 
determined that 154 of 176 new producer-designated crop insurance policies in our sample were sold 
to insured producers who were not eligible for the new producer status- 57 oflhcsc iK)licics resulted 
in indemnities totaling $2.4 million and $910,000 in associated costs. Wc recommended that RMA 
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improve how AIPs determine if a producer should be considered new or not, and the agency generally 
agreed with our recommendations. 

Our review of how RMA is overseeing Federal crop insurance coverage for organically produced crops 
found that transitional yields offered to organic producers overstated actual production capabilities of 
farmers producing crops using organic farming practices. We determined that this error resulted in 
excessive insurance coverage and higher indemnity payments for 35 of 48 crop policies with losses. 
Because the policies guaranteed excessive yields, at least $952,000 of the $2.56 million that RMA paid 
in indemnities were excessive. Wo recommended that RMA reduce transitional yields for crops 
produced using organic farming practices, and the agency agreed. 

Several recent OIG investigations have also involved farm programs. In one recent ease, RMA and 
OIG worked together to determine that a larmer in Illinois underreported his crop production in 2009 
and 2010, thereby defrauding the Government of more than $500,000. The farmer pled guilty to 
money laundering and bankruptcy fraud, and was sentenced to 51 months in prison and restitution 
totaling $1.8 million. 

I would also like to draw the Committee’s attention to a particularly noteworthy investigation 
involving widespread crop insurance fraud for tobacco iti North Carolina, which has resulted in several 
cases. In one case an insurance agent was sentenced to 108 months of imprisonment and $8.3 million 
in restitution. In a second case a crop adjuster was sentenced to 48 months imprisonment and 
$21 million in restitution jointly and severally with the other subjects of the investigation. OIG’s 
ongoing investigation of this conspiracy has resulted in a total ofdO convictions, 23 years’ prison time, 
and $42 million in restitution, to dale.' 

Goal 3: OIG Work in Support of Maiiagcnicut [nitiativc.s 

OIG is also working to aid the Department in improving the processes and .systems it needs to function 
effectively. Bringing its information technology (I T) systems into line with Federal standards has been 
a signilicant challenge for USDA. Over the last 4 years, OIG has made 49 recommendations in our 
I'Y 2009-2012 Federal information Security Management Act (FISMA) audits to improve the overall 


These resuils include bolli cases. 
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security of USDA’s systems.^ The Office of the Chief Information Officer (OCIO) has completed 
action to resolve 14, and USDA is taking steps to resolve the remaining recommendations. 

In FYs 2010 and 2011, OCIO received about $66 million to fund additional IT security projects to 
address some of these system weaknesses. OIG reviewed the use of these funds and found that the 
office did not prioritize its efforts to mitigate IT security weaknesses and accomplish a manageable 
number of the highest priority projects betbre proceeding to the next set of priorities. Instead, we 
found that several ofOClO’s projects did not meet the purposes outlined in the Congressional request 
for funding or address the Department’s most critical IT security concerns. For example, OCIO 
exceeded proposed budgets for projects, did not allot sufficient funding to key security areas, and did 
not completely implement the projects it started, Wc recommended that OCIO document the 
prioritization of projects Departmentwide, and the agency agreed to take the appropriate action. 

Reducing Improper Payments at USDA 

The Improper Payments Elimination and Recovery Act of 2010 (IPERA) requires OIG to determine 
whether USDA complies with IPERA annually.’ When wc evaluated the improper payment 
information that USDA reported, we found USDA did not fully comply with four of seven 
requirements, including reporting estimates for high-risk programs, reporting complete information 
about programmatic corrective actions, meeting annual reduction targets, and reporting error rates 
below specific thresholds. We recommended that the Office ofthc Chief Financial Officer (OCFO) 
fully develop its reporting process to ensure that it reports all required information about improper 
payments, and that USDA meets its reduction targets. The agency concurred. 

As part of the effort to eliminate payment error, waste, fraud, and abuse in Federal programs, OIG 
reviewed USDA’s compliance with the executive order on improper payments and found that USDA 
has made significant improvements in identifying high-dollar overpayments within its 16 high-risk 
programs.* However, we noted that the component agencies' submissions to the Ucpaitmont did not 
always completely and accurately account for high-dollar overpayuicnls and corrective actions, and 
that the Department did uol submit llicsc reports until 23 to 99 days after the required due dale. Wc 
recommended that OCFO improve its oversight of this process, and the agency agreed. 


'’44 U-S.C. 354 i cl scc|. 

' Pub. L. No. i ! 1-204. 124 St;it. 2224 (2010). 

' 1-xcc. Order No. ) 3. 520. 74 i'ed, Reg. 62,201 (Nov. 25, 2009). 
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At NRCS, OIO reviewed the steps the agency has taken to ensure that its conservation programs are 
reaching the intended participants and achieving their intended results. We found that NRCS has not 
implemented a comprehensive, integrated compliance strategy designed to verify that its $3.6 billion in 
conservation programs are being used as intended. Over the past decade, a number of OIG audits have 
demonstrated that NRCS has long-.standing problems with verifying the eligibility of participants, 
participant compliance with conservation agreements, and the valuation of easements. We 
recommended that NRCS perform a risk assessment of its vulnerabilities and focus its compliance 
activities on areas of program weaknesses, .such as eligibility. Agency officials generally agreed. 

Investigations of Wrongdoing by USDA Employees 

When a USDA employee is accused ofcriminal activity, OIG is responsible for performing 
investigations of any wrongdoing. An OIG investigation found that a former FSA county committee 
member and her husband conspired to defraud USDA by stealing the identities of unsuspecting parties 
and submitting false and fraudulent claims. Ultimately, they caused FSA to make approximately 
$1 million in fraudulent payments. In August 2012, the former FSA county committee member and 
her husband were sentenced to 52 and 57 months in prison, respectively. In addition, they were jointly 
ordered to pay $802,490 in restitution. 

Goal 4: Improving OSDA’s Stcvvard.ship of Natural Resources 

OIG has recently completed several audits reviewing NRCS programs and how that agency is 
managing natural resources. For example, we reviewed the Migratory Bird Habitat Initiative (MBHI), 
created in response to the April 2010 oil spill in the Gulf ofMcxico, to determine ifMBHl was serving 
its intended purpose of funding conservation practices that create or enhance habitats and food sources 
for birds migrating to and through the oil spill-affected region. We found that NRCS does not have 
internal controls in place to maximize MBIll conservation efforts, as NRCS’ payments for those 
efforts are currently allowed to duplicate payments from other non-Fcdcral sources. If NRCS had 
reduced the financial assistance it paid participants to avoid duplicating financial assistajice, it could 
have applied more thiin $900,000 in program funds more widely and conserved an estimated 
13,940 additional acres llirough the initiative. Wc recommended that NRCS avoid this funding 
approach in the fulure. and OIG and the agency arc working to reach management decision. 
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OlG’s Oversight of Recovery Act Programs 

We are working to finish our remaining oversight work directed towards ensuring that the $28 billion 
in funds USDA received from the Recovery Act served their intended purposes. Because many of our 
recommendations concerning Recovery Act funds also apply to regular USDA programs, our work 
will have lasting importance long after Recovery Act funding has been expended. 

Rural Business Enterprise Grant (RBEG) Program 

As part of the RBEG program, Rural Development (RD) funds projects that fiicilitate the development 
of small and emerging rural businesses. Our review of grants disclosed that for 47 grants, worth over 
$5.3 million, RD State and area offices ranked applicants’ eligibility without the necessary evidence 
required to confirm whether projects were eligible. In a separate review, OIG also found that RD was 
not sufficiently reviewing RBEG projects for compliance. Of the 47 grants we reviewed, we identified 
20 where RD personnel did not obtain or review required forms; 3 grants either had prior unspent grant 
fimd.s or duplicated prior RBEG projects. We estimate that 70 grants (49 percent) may have similar 
issues, with a projected total value of $4.6 million. We recommended that RD improve how its 
personnel review these grants, and the agency generally agreed. 

RD’s Single Family Housing (SFH) Guaranteed l.oan Program 

In order to provide low- and moderate-income people who live in rural areas with an opportunity to 
own homes, the l-ederal Government reimburses up to 90 percent of the original loan amount if a 
borrower clefauits on a loan. Given increases in such loss claims — from $103 million in FY 2008 to 
$295 million in FY 201 1 — OIG reviewed the program and determined that RD needs to better identify 
loans with questionable eligibility prior to paying loss claims, reduce loss claiins when lenders 
iivipropcrly serviced loans, and pay lenders only for eligible expenses. We estimate that the agency 
paid about $87 million in loss claims that were at risk of improper payments duo to questionable loan 
eligibility, and paid about $254 million in lo.ss claims for loans that were at risk of improper payments 
due to questionable lender servicing. We recommended that RD improve its loss claims process to 
address these circumstances, and the agency generally agreed with our recommendations. 

IVIosl ofoiir remaining Recovery Act projects involve asscs.sing agency dclermination.s ofprogiani 
cITectiveness through analysis of Recovery Act pcrforniance measures. 
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OIG Streamlining Initiatives 

OIG continues to offer Congress an excellent return on its oversight investment, per dollar spent. 
From FY 2007 to FY 2012, the potential dollar impact of OIG audits and investigations has been 
$6.9 billion, while our appropriations have been $508 million. For every dollar invested, we realized 
potential cost savings and recoveries of about $13.66. This calculation does not include the value of 
our food safety work and program improvement recommendations, which are not easily quantified. 

We have also streamlined our operations in an effort to work as efficiently as possible. For example, 
in FY 2012, OIG conducted a functional analysis to ensure that we, as ait agency, arc tying our 
resources to what is most critical to meeting our mission and are positioned to operate as efficiently 
and effectively as possible. Ba.sed on this analysis, we are taking the following steps to build a leaner 
and more effective agency: 

» offering Voluntary Early Retirement Authority and Voluntary Separation Incentive Payments 
(39 employees separated pursuant to these authorities); 

» increasing the use of video and teleconferencing to reduce travel costs; 

« reviewing leases and office structure, resulting in savings from steps such as office 
consolidation; 

• allowing employees to fill GS-14 and GS-15 positions without moving, which has reduced 
relocation costs; and 

» shifting Investigations and Aiulit employees away from headquarters and to the field, which 
puts more ,resoiirce.s into activities that directly accomplish our mi,ssion. 

Although these steps have enabled OIG to continue performing its oversight role despite a restricted 
budget, we note that OIG is presently functioning at its lowest level of authorized staffing since 1963, 
when the office was established. The availability of staff and travel resources has become a key 
consideration in determining which audit and investigative mailers OIG can imdcitake. 

This concludes my testimony, fhank you for the opportunity to testily, and I would be pleased to 
addrc.s.s any questions you may have. 
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DEPARTMENTAL CHALLENGES 

Mr. Aderholt. Thank you for your testimony and for giving us 
an overview of what you are doing there in your department. And 
as I mentioned in my opening statement, we will probably have 
votes here shortly, but we will go ahead and proceed with the ques- 
tioning aspect of the hearing. 

And I will begin this morning, and then we will go as far as we 
can before the votes are called. Your office is uniquely situated 
within USDA and has a view of the greatest challenges and the 
ways in which it performs very well. What would you say that right 
now is USDA’s biggest challenges that you see from your stand- 
point? 

Ms. Fong. Well, that is a very good question to ask. I think what 
we are seeing overall department-wide is that, as with every other 
Federal department, the challenge for the department is to con- 
tinue to deliver its mission and its programs in an era of con- 
strained resources where the demand for programs is increasing. 
And as the department moves to deliver its programs, it faces chal- 
lenges in providing an adequate level of oversight. And I know that 
we have discussed this among our team. 

Frequently, managers view their priority as delivering the pro- 
gram. Because they have perhaps a limited amount of resources 
available, the oversight and effectiveness of that delivery may not 
be their top priority. And so we see that it is important to increase 
the emphasis on the need for really delivering the program as effi- 
ciently as possible in accordance with rules and regulations, bring- 
ing integrity to the program. And that is where we believe that our 
value lies. 

Mr. Aderholt. What would be the top three recommendations 
that you would make to USDA? Or I say top three, or as many as 
you 

Ms. Fong. Well, okay. We have made a lot of recommendations 
over the years. I think increased emphasis needs to be placed on 
improper payments, eliminating and reducing improper payments 
across the board. The department has engaged in these activities. 
We need to continue to work in FNS. The school lunch program 
and school breakfast programs deserve some focus. The SNAP pro- 
gram improper payment rate has been reported to be decreasing, 
which is terrific. But increased focus can be placed on identifying 
the level of fraud on the part of both retailers and recipients. And 
I think we have made recommendations to the SNAP program 
management, to really focus on those issues. Obviously, if the de- 
partment can reduce its rate of improper payments, more money 
will be available to provide to eligible recipients. And so I think 
that is a goal that all of us share. 

Mr. Aderholt. Which programs or processes within USDA do 
you see as doing a good job and being a leader? 

Ms. Fong. Well, I want to start by saying that I see an increased 
emphasis from the Secretary on down through the management 
ranks in terms of emphasizing the need to play by the rules. And 
so whenever we issue an audit report or an investigation report 
and we point out areas where changes need to be made, we do see 
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a commitment on the part of program management to make those 
changes. 

I think, you know, one good example is in the SNAP arena. We 
have been working very closely with the FNS officials because we 
all share the goal of eliminating or reducing trafficking and fraud. 
And we believe that we have a very good working relationship with 
that agency. Now, much more needs to be done, of course, but they 
are open to our recommendations. 

Mr. Aderholt. Okay. 

Since the vote is coming, let me go ahead and recognize Mr. Farr. 
And why don’t we do for 5 minutes? And then we will recess for 
a vote, and then we will come back. 

Mr. Farr. Thank you, Mr. Chairman. 

It seems that some of the questions rise on whether the extent 
of what you have to do, you have enough budget to do it in these 
investigations. And the second thing I just wondered is how do you 
respond to an agency when you make recommendations and yet 
they don’t have any money in their budget to fill them out? I al- 
ways found when I was in local government, we had grand jury re- 
ports criticizing agencies of local government. And it was easy to 
criticize, but to fix it was always a monetary issue. And maybe it 
would be really — I mean, this is probably a bigger discussion for 
your IG association is to figure out how do we use those rec- 
ommendations also to build into our appropriation process so that, 
indeed, if these are things that need to be cleared up, cleaned up, 
and they don’t have enough resources to do it, some of that judg- 
ment of whether there is enough money to do it. Can they do it 
within internal — or could you just make them, and then the heads 
of the departments have to make sure that they are doing some- 
thing about it, right? I mean, there is really no enforcement tool 
other than the transparency of your report. Do you understand the 
question? 

Ms. Fong. I do. 

Mr. Farr. And also let me just — part of that, too, would be that 
I think that the issue on food stamps — not food stamps, I mean 
school lunch, when I got into the details on it, it was probably one 
of the most regulated programs we could ever do in giving out ben- 
efits to people. More regulated than anything else. And we are 
talking about kids in a setting like a school cafeteria. And yet prov- 
ing that every kid who received a meal every day was poor enough 
to receive it and that what was on their plate met all the incred- 
ible, it is a huge bureaucracy. And it just seems to me that some 
of these rules we make probably are dumb rules, that the amount 
error is so de minimis. Yes, again, there are some violations of law 
because we made the law so tight. Do you ever get into recom- 
mending that there is — that Congress ought to be cleaning up, re- 
vising some of their standards to make them more practical? 

PROGRAM RECOMMENDATIONS 

Ms. Fong. Well, let me offer a few comments on your questions. 
And I appreciate your message here. Let me just talk generally 
about how we go about making our recommendations and how we 
view that process. As you know, when we go in and look at a pro- 
gram, we spend a lot of time talking with the program officials to 
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get their viewpoints as to how it is operating, what they believe to 
be their challenges, where they believe they have obtained some 
successes. And we try to document all of that in our reports. And 
as we go through the process of formulating recommendations for 
the program officials, we are very cognizant of the fact that many 
times they are operating without additional resources. We know 
that this is a difficult time for all agency managers. And so we 
view the recommendation process in many ways as a dialogue, 
where we try to come up with suggestions that we believe could 
work. We are very open when they come back and say, you know, 
that is really not going to fix the problem, or that is going to create 
other problems, or we have resource issues here. And if you are 
asking us do that, it is just not going to work with our current level 
of staff or the expertise that we have. We do not want to be in a 
position where we are making recommendations that really are not 
practical, that an agency manager will say, I can’t agree with this. 
Because that doesn’t help anybody. We are really here to help the 
agency move forward. And so that is the philosophy with which we 
approach these recommendations. I think if we look at our statis- 
tics on recommendations, most of the time we have reached agree- 
ment with the agency managers. By the time we issue our audit 
reports, they will say, yes, we agree with the approach you are rec- 
ommending, and we will commit to take action on that. And that, 
to me, is an indicator that it is a practical recommendation. 

Mr. Farr. How about feedback to Congress that we have enacted 
some laws that are not practical? 

Ms. Fong. I am going to defer to my colleague here. 

Mr. Harden. We don’t have as many of those type of rec- 
ommendations. But if we are working on something and see that 
the legislation is not working, we will make recommendations to 
the agency for them to bring that forward as part of their legisla- 
tive process, or as I understand the process to work, for the Sec- 
retary to bring that forward. Because our recommendations go to 
the agency. And it is what they are able to get on the plate for a 
legislative change. 

Mr. Farr. I am excited to hear that. I don’t think I have ever 
seen it since I have been in Congress. I wish we had ability to have 
reviews, revisions of the law, essentially is what you need, is to 
look at law that has been enacted over many, many years ago, and 
it is now not practical to try to carry out to that detail, and that 
there is better ways of doing it so that we can get back. But I am 
glad there is a system there that allows for that feedback. My time 
is up. 

Mr. Aderholt. What I would like to do at this point, we will go 
recess for the vote and then come back, and we will start back with 
Mr. Rooney. You will be the first one up when we come back from 
the vote. So if you will bear with us, we will go cast our votes, and 
we will resume here very shortly. Thank you. 

[Recess.] 

Mr. Aderholt. Okay. The subcommittee will resume. 

And at this point, we will recognize Mr. Rooney for any questions 
that he may have. 

Mr. Rooney. Thank you, Mr. Chairman. 
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FSA OFFICE CLOSURES 

Thank you, Ms. Fong, for your testimony and for answering our 
questions. My district is in South Central Florida. It is what is sort 
of locally called Florida’s heartland. If you look at Lake Okeechobee 
and go north almost to Mickey Mouse, everything in between not 
on the water is my district, and it is oranges, grapefruit, sugar, and 
beef cattle and dairy. And one of the things that I have heard 
about most often from my ranchers, farmers and growers over the 
last couple of years, one of the biggest issues for them, has been 
the closures and consolidations of the Farm Service Agency offices. 

I don’t really have a question with that, but there seems to be 
a lot of strife and possible management issues. I have just heard 
a lot of negative things with regard to FSA closures. Those offices 
are supposed to help these people navigate USDA rules and regula- 
tions; everything that your office would support them in trying to 
do the right thing with — and to be able to operate their property. 
So, I would ask you to look into that. I don’t know what is going 
on, but it literally is the biggest issue that I hear about on a con- 
tinual basis. 

[The information follows:] 

Because we have not performed work related to the recent office closures hy FSA, 
we asked FSA to provide us with summary information related to office closures in 
Florida’s 16th District. 

According to the Farm Service Agency (FSA), one FSA office in Florida’s 16th Dis- 
trict was closed and its operations were consolidated into an adjacent county office 
as part of the agency’s 2012 office consolidation plan. This office was located in 
Highlands County, Florida, and was closed because it had zero full-time permanent 
employees. In addition to the criteria provided hy Congress in the 2008 Farm Bill 
directing FSA to first close offices that are located within 20 miles of another office 
and having two or fewer employees, FSA notified Congress that it was going to rec- 
ommend for closure all of its county offices that had zero full-time permanent em- 
ployees regardless of their proximity to another FSA office. In total, 31 offices were 
identified as having zero full-time permanent staff and were outside the 20 mile ra- 
dius of another FSA office. Of those, 28 were identified for closure and 3 were main- 
tained in order to continue part-time service delivery to limited resource and socially 
disadvantaged farmers. 

According to FSA, some producers and community members in Highlands County 
expressed their desire to retain the Highlands County FSA office. These viewpoints 
were conveyed at the public meeting held in that county and through written public 
comment. While FSA considered and reviewed this feedback prior to the finalization 
of the consolidation, Highlands County was still found to meet the criteria of having 
zero full-time permanent employees. FSA producers were provided the option of re- 
ceiving service from a different FSA location than the one proposed by the State 
FSA for their convenience. They will continue to have the opportunity to vote for 
representation on the local FSA committee that oversees the office serving them. 

WETLAND RESERVE PROGRAM 

Now, specifically, I wrote a letter to Secretary Vilsack on March 
27th of last year commending the Wetland Reserve Program, which 
greatly helps Florida’s ranchers and growers. The letter rec- 
ommends and I obviously hope that it continues, because it allows 
them to bridge the gap in tough times, to be able to use the money 
that they get for the easement, also to be able to store water north 
of the lake, not going to go into the whole Everglades restoration, 
but you understand it, and so we think it is a win-win, and obvi- 
ously, we hope that that continues. 

But, my question to you is, in 2008, you audited the Agency’s 
WRP, the Wetland Reserve Program, and you found numerous 
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cases of financial mismanagement. In fact, your audit found a num- 
ber of cases where mismanaged easements had destroyed the res- 
toration process all together. This was very disturbing to me be- 
cause the farmers and ranchers rely on this to supplement their 
land use, and if there are problems with regard to what the ease- 
ments are supposed to be for, which is water storage and the abil- 
ity to help the environment, and audits show mismanagement of 
those easements, it kind of appears that the farmers are behind the 
eight ball, so to speak, in what they are trying to do. 

Do you believe that the mismanagement of funds has diverted re- 
sources from individuals who need it the most, and will you con- 
tinue to monitor the NRSC’s management of these conservation 
programs? 

Ms. Fong. Let me make a few comments, and then I am going 
to defer to Mr. Harden for more specifics. We, clearly, and I appre- 
ciate your question, are very aware of the conservation programs 
and how NRCS is managing them, and as you point out, we have 
issued a number of audits over the last number of years on dif- 
ferent aspects of the conservation programs, and we continue to 
watch these programs because we think that there are many ac- 
tions that the agency can take to improve the management. 

With respect to the specific audit, Gil, I don’t know if you know 
whether the actions have all been implemented yet? 

Mr. Harden. I know we would have reached agreement on all of 
the recommendations, and that particular one, I would have to go 
back and check on it, the implementation of them, but given the 
age, I would assume that they are moving on those. But more re- 
cently, I mean, we are finding similar type problems in other con- 
servation programs, so yes, as Ms. Fong says, NRCS and their 
management of their easement programs and the different con- 
servation programs is definitely something that we are looking at 
on a routine basis in trying to work with them to strengthen their 
oversight and control of those programs and how they implement 
them. 

Mr. Rooney. Well, I would appreciate if you have any further in- 
formation, if you can let our office know. There is a perception out 
there that farmers are out to injure the environment, and this pro- 
gram demonstrates that we want to be good partners with those 
that are trying to do the right thing, and so the sooner that we can 
figure out how to rectify this mismanagement, I think, the better 
for everybody. 

Mr. Harden. I guess one thing I will add to what I was saying 
before. A lot of our recent work has not shown farmers to be doing 
incorrect things. It has been more on the agency’s side in terms of 
how they are implementing their programs. 

Mr. Rooney. I understand that. I don’t want the whole thing to 
blow up just because, you know, the government is having prob- 
lems, but anyway, thank you very much. 

Mr. Chairman, I yield back. 

Ms. Fong. We will be happy to provide that information for the 
record. 

[The information follows:] 

OIG audit report 10099-0004-SF, Natural Resources Conservation Service 
(NRCS) Wetlands Reserve Program (WRP) Wetlands Restoration and Compliance, 
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was issued August 2008. In reviewing payments for wetland restoration, we found 
that NRCS was obligating expired funds. We determined that NRCS incurred obli- 
gations for new easements and restoration work because NRCS had assumed that 
1996 Farm Bill funds-like 1990 Farm Bill funds-were no-year funds and were avail- 
able for obligation in subsequent fiscal years. However, this changed with the 1996 
Farm Bill, which restricted the period of availability for WRP funds to FYs 1996 
to 2002. Upon the advice of the Office of the General Counsel, NRCS found available 
unobligated WRP funds and adjusted its accounts, avoiding the necessity of report- 
ing an Anti-Deficiency Act (ADA) violation to Congress and the President. 

Concerning the monitoring of restored WRP easements, we saw opportunities for 
improvement. We recommended that NRCS develop a monitoring system to 
prioritize the easements and optimize monitoring resources by implementing, for ex- 
ample, a risk-based system. In the management decision process, OIG and NRCS 
agreed that NRCS would create and implement a risk-based monitoring system for 
WRP easements. NRCS agreed to create the Agency Conservation Easement Man- 
agement Plan which was designed to outline actions to prioritize site visits of poten- 
tial violations. Additionally, NRCS agreed to utilize high-resolution aerial photog- 
raphy and trained remote sensing specialists to complement on-site monitoring ac- 
tivities of all WRP easements annually. On March 4, 2009, NRCS and USDA’s Of- 
fice of the Chief Financial Officer, agreed that NRCS had achieved final action and 
closed the recommendation, http: 1 1 www.usda.gov I oig I webdocs 1 10099-4-SF.pdf 

Mr. Aderholt. Thank you very much. 

Mr. Bishop. 

Mr. Bishop. Thank you very much. 

OFFICE OF ADVOCACY AND OUTREACH 

And welcome, Ms. Fong and your associates. Let me just explore 
the audit of the 2501 Program. Just a couple of weeks ago, you 
completed and released an audit of the Office of Advocacy and Out- 
reach, and of course, OAO is an office within the department man- 
agement of USDA and was established by the Farm Bill of 2008 
to assist farmers and ranchers who have moderate size operations, 
have recently begun operations or classified as socially disadvan- 
taged. And it is designed to help them gain access to USDA pro- 
grams. And of course, the Office of Advocates and Outreach uses 
outreach and assistance for Socially Disadvantaged Farmers and 
Ranchers Program to gain and improve that access. And of course, 
as a very strong supporter of the 2501 program, I want you to 
know that I welcome all of the internal efforts aimed at improving 
the administration and effectiveness of that grant assistance pro- 
gram 

My question is, your audit cited a number of missteps in admin- 
istering the program on the part of some of the OAO employees as 
well as a general lack of management controls of the grant-making 
process. Assuming that your recommendations are put in place and 
carried out fully, and I noticed that they accepted all of your rec- 
ommendations, are you confident, moving forward, that the pro- 
gram will be managed in a proper manner? 

Ms. Fong. Well, let me make a few comments and then I will 
turn to Mr. Harden. I appreciate your question 

Mr. Bishop. I do have some follow ups on that, too 

Ms. Fong. We did start that audit because, as you point out, the 
whole purpose of our audit was to help the department deliver that 
program as effectively as possible, and you know, we are very 
happy to say that the department took our recommendations and 
implemented them immediately, even as we were doing our audit 
work, to ensure that the final recipients of that program were prop- 
erly looked at in terms of eligibility and the funds. 
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My understanding is that for that program, I am not sure that 
there is money moving forward. I think 2013 is the last — 2012 is 
the last year with funds, and so it is still being implemented. So, 
I think, you know, for future years, if Congress appropriates addi- 
tional money, then there would be a future for that program, but 
right now, we are not aware that it is going to move forward. 

I also should note that 

Mr. Bishop. And the Senate 

Ms. Fong. Go ahead. 

Mr. Bishop. In the Senate farm bill draft, I think they did in- 
clude it, but they also added some additional groups, an additional 
group in particular, veterans, for that program, which would again 
stretch the eligibility, to some extent, but it is my anticipation that 
it will continue if we get a farm bill. I am sorry. Go ahead if you 
want to continue. 

Ms. Fong. And to address one of your other questions. We are 
very encouraged by the fact that the department did take our rec- 
ommendations and put into place a good grant-making process once 
we had our audit work presented to them. 

Mr. Bishop. How will sequestration impact the program for the 
remaining life of it, as well as, are there any additional administra- 
tive costs that were associated with carrying out the recommenda- 
tions that you made? 

Mr. Harden. I don’t know the specific administrative costs asso- 
ciated — I don’t know of specific administrative costs for carrying 
out the recommendations. It is like you mentioned, if it is reauthor- 
ized with the Farm Bill, we think it will be a stronger program 
going forward. 


FOOD AND NUTRITION SERVICE 

Mr. Bishop. Okay. Let me go to SNAP right quick. I think you 
are pretty familiar, Ms. Fong, with some of the challenges that we 
are facing in the State of Georgia with our WIG program, and it 
is clear that FNS was fully aware for a number of years that the 
State of Georgia didn’t have the resources or the expertise to ap- 
propriately manage and operate the WIG program. In fact, you 
issued a report in 2006 which said as much. 

But from a national perspective, it seems like the Food and Nu- 
trition Service should have some way to red flag State SNAP and 
WIG programs which are facing administrative and management 
issues. Do you think that there are adequate management flags or 
safeguards in place at FSN which would assist in identifying issues 
before they become major problems, particularly at the regional 
level? 

Ms. Fong. I think that the WIG program does present a number 
of administrative challenges for the Department. That has been 
pointed out through work that we have done, as well as work that 
GAO has done. And as the WIG program starts moving toward an 
electronic delivery system, we anticipate that they will face similar 
challenges to what they had with the movement of the SNAP pro- 
gram when it went to the EBT delivery program. 

You know, on the fraud side, we are seeing some significant 
fraud schemes where people seek to take advantage of the program 
improperly. On the management side, there are some issues with 
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respect to vendors and whether those vendors are being properly 
overseen. We do have some audit work planned. 

Mr. Harden. And another way to approach your question. I do 
believe that FNS has the right type of oversight or control struc- 
ture. It is a matter of how well they implement that. In talking, 
because I can’t specifically talk about the WIC program right now, 
but similarly, in the school lunch program and work that we re- 
cently completed, we found that they had a management evalua- 
tion process in place. They just were not following it at either the 
Federal level or the State or local level, so we would have to watch 
and see how they use that process, which would be able to flag 
States that have problems. 

Mr. Bishop. Do you have adequate technical assistance training 
or other target assistance to make sure that the States can rectify 
any issues or problems that come forward? Are there any specific 
training programs, technical assistance opportunities that the de- 
partment has for the States to eliminate or to ameliorate or to re- 
duce those kinds of problems? 

Mr. Harden. I am generally aware that they have those for all 
those types of programs. I am generally aware that they have those 
types of programs for — those types of training in all of their pro- 
grams. Specifically, I know we looked a little bit at what they have 
set up for the school lunch program as far as recent work we did, 
so some of it is available to them. 

Mr. Bishop. Yeah. We heard from the school lunch program and 
some of the provisions that are being implemented there to help 
local lunchroom folks through the Web site and other electronic 
means, but I was wondering if the same thing was available for 
WIC and for SNAP. 

Ms. Fong. We can certainly reach out to the program officials 
and provide that information for the record. 

[The information follows:] 

Yes. We discussed this issue with Food and Nutrition Service (FNS) officials who 
provided the following information. 

WIC. FNS has an automated WIC management evaluation tool as discussed under 
training programs above. 

SNAP. FNS continues to provide technical assistance to enhance the effectiveness 
of State integrity oversight through electronic means and automation. For example, 
FNS provided States with a tool to automate the monitoring of social media 
websites so that when an individual attempts to buy or sell SNAP benefits online, 
a State fraud investigator is notified via email and can evaluate the situation for 
potential investigation. In addition, FNS is conducting a data mining project to de- 
vise guidelines and technical assistance for States to better detect recipient fraud 
consistently, as well as to audit the integrity of data systems in order to establish 
standards for data management and input controls. 

Our audit work has identified several electronic tools used by FNS to identify and 
reduce problems. The primary tools are: 

• The Anti-Fraud Locator Using Electronic Benefits Transfer Retailer Trans- 
actions (ALERT), maintained by FNS, analyzes patterns in States’ EBT transaction 
data to identify suspicious patterns most commonly associated with SNAP retailer 
fraudulent behavior such as benefit trafficking. 

• The Watch List compiles retailer data that meet predefined parameters (gen- 
erally, retailers with the highest ALERT scores) into a single list. Investigators use 
the Watch List to identify stores for investigation. 

• The Store Tracking and Redemptions System (STARS) helps FNS manage data 
on participating retailers. It contains information about the retailers and identifies 
their investigative history. 

Mr. Aderholt. All right. Mr. Fortenberry. 
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Mr. Fortenberry. Thank you, Mr. Chairman. 

STATE DETECTION OF FRAUD 

Ms. Fong, nice to see you again. Thank you for coming today. As 
you recall, several years ago, I had been the Subcommittee chair- 
man on department oversight and operations on the Agriculture 
Committee, and we had a very forthright hearing in which we dis- 
cussed the delays in your audits as well as the problems of a lack 
of enforcement mechanisms that the State could engage — States 
could engage with in order to detect fraud. 

Since then, I have noticed that you stated in direct response to 
that hearing that you have expanded your audit scope and you 
have made specific recommendations in this regards to potentially 
help stop fraud by stating what tools are available that should be 
more aggressively used as well as identifying which tools are not 
available and how the department should move forward in that re- 
gard. 

I think it would be helpful to everybody if you explain what your 
recommendations are. You said the department has accepted those 
recommendations, and what do you envision as the timeline on the 
implementation of the recommendations? 

Ms. Fong. Well, thank you. Congressman, and I appreciate your 
interest in these issues. You know, based on your interest and your 
encouragement, we were able to complete a group of audits on the 
SNAP fraud issues that you mentioned, and we issued the 10 State 
audits as well as a roll-up report late last year, basically finding 
that FNS needed to do a little more work in order to nail down the 
level of fraud in the program, both on the part of retailers as well 
as on the part of beneficiaries. And what we pointed out was that 
currently, there is no good methodology for calculating the percent- 
age of fraud at either of those levels in the program. 

Our audits also pointed out that numbers of beneficiaries were 
possibly ineligible for benefits because the States were not doing 
the kinds of data matching activities that they should have been 
doing. We found that in a number of States, there were people who 
were receiving benefits from more than one State. They had bad 
Social Security numbers, and they were receiving benefits that 
way, and so we pointed out to FNS that there were things that 
FNS could do to fix this problem. 

Now, I believe that FNS has agreed to all of our recommenda- 
tions. In terms of the timeframes, I don’t know specifically what — 
we would have to provide that for the record, I think, on the time- 
frames 

Mr. Harden. Overall — I want to get back to the specific time- 
frames, but overall they were reasonable or else we wouldn’t be at 
agreement on the recommendations. 

Mr. Fortenberry. Do you have an estimate of how much that 
could potentially save the system? 

Now, again, all of this is said in the spirit of ensuring the integ- 
rity of the program because this is an important program for many 
Americans who are vulnerable and particularly those who need 
temporary transitional types of assistance as well as those who 
have longer-term needs. When we have a system that is not ensur- 
ing that those who need the help are getting it in a timely fashion. 
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we are potentially wasting it; we are undermining our own mission 
here. So you have a very important mission, and I, again, I appre- 
ciate your aggressive response to the earlier hearing where it was 
a forthright conversation about some of the gaps that we have 
here. 

Do you have an estimate of what that could potentially save if 
implemented? 

Mr. Harden. What we identified in the 10 States that we looked 
at, we identified about 13.9 million average recipients who were 
possibly ineligible, and that equated to about $3.7 million a month. 
Now, because of differing circumstances, it is not exactly right to 
extrapolate that over a period of time, but that is what it was. 

Mr. Fortenberry. That is extrapolated nationwide or is that a 
subsample? 

Mr. Harden. That is just for those 10 States that we sampled. 

Mr. Fortenberry. So extrapolating that nationwide, roughly you 
are looking at maybe close to half a billion dollars? It is simple 
math. 

Mr. Harden. It is simple math. If you are going to apply it that 
way, you could, but that is not something we can extrapolate. 

Mr. Fortenberry. Well, one of the difficulties here is again, be- 
cause of the great expansion of the program, particularly in our dif- 
ficult economic times and those finding themselves in need of this 
type of assistance, the numbers have grown so substantially, so 
even when there is a small amount of fraud, the numbers are actu- 
ally very large. 

So, if you could find out what the timeline is for implementation 
and then the specifics as to which States perhaps are leading in 
their efforts to implement these recommendations along with FNS 
guidance, that would be helpful, and perhaps which States are lag- 
ging. 

Thank you, Mr. Chairman. 

Ms. Fong. Be happy to look into that. 

[The information follows:] 
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We conducted audits of the Supplemental Nutrition Assistance Program (SNAP) 
eligibility data in 10 States. We also issued a rollup report that 
summarized our findings from these 10 States and evaluated (a) the tools FNS 
and State agencies used to prevent and detect SNAP fraud and (b) the 
integrity of recipient and retailer fraud reporting. These recommendations 
dealt with the States 'processes for checking for deceased individuals; 
ensuring participant information in State databases is accurate and complete; 
reviewing potential improper payments and the States' recovery of improper 
payments, as appropriate; and establishing a standard set of fraud detection 
and prevention tools to be used by all States. Each recommendation has a 
status of Open, Closed, or Late. A recommendation is Closed if the agency 
has taken action, it is Open if the date for the agency to take action is in 
the future, and it is Late if the date for the agency to take action has 
passed. A summary of the status of recommendations follows. 

Kansas - implemented 2 of 3 recs,l listed as LATE 
Florida - implemented 0 of 2 recs, listed as LATE 
Louisiana - implemented 0 of 3 recs, listed as LATE 
Alabama - implemented 0 of 3 recs^ listed as LATE 
Mississippi - implemented 0 of 3 recs, listed as LATE 
Texas - implemented 0 of 2 recs, listed as LATE 
Missouri - implemented all recs, CLOSED 
Massachusetts - implemented 0 of 2 recs, listed as LATE 

New Jersey - implemented 0 of 4 recs, 1 listed as OPEN, 3 listed as LATE 
New York - implemented 0 of 3 recs, listed as LATE 

FNS rollup report - implemented 1 of 9, 5 listed as OPEN, 3 listed as LATE 
A table detailing the recommendations follows. 


Audit / 

Re c omme nda t i on 

Management 

Dpripsinn 

Estimated 

Completion 

Date* 

Staf-iis 

Final 

Action Date 
(if 

annl 1 f?ahl (>) 

Amount 
Agreed to 
be 

Collected 

at 

Management 

Decision 



ii/23;ii 



1 

11/23/2011 

11/13/2011 

Closed 

2/19/2013 

30 

2 

5/3/2012 

1/31/2012 

Closed 

2/19/2013 

$0 

3 

11/23/2011 

9/30/2012 



$ 109, 845 


Flcridk 





1 

11/29/2011 

11/15/2011 

Late 


$0 

2 

11/29/2011 

9/30/2012 

Late 


$ 380,225 






Amount 
Agreed to 
be 

Collected 


Final 

Action Date 


Estimated 

Completion 


Audit / 


1/31/2012 


1/31/2012 


1/31/2012 


6 / 1/2012 


1/31/2012 


9/30/2012 


1 / 1/2012 


1/31/2012 


1/31/2012 


1/31/2012 


1/31/2012 


9/30/2012 


4/30/2012 


6/30/2012 


4/30/2012 


10/30/2012 


4/19/2012 


6/30/2012 


7/10/2012 


8/31/2013 


4/19/2012 


6/30/2012 


4/19/2012 


10/31/2012 


7/10/2012 


10/31/2012 


7/10/2012 


10/31/2012 


7/10/2012 


10/31/2012 


9/28/2012 


9/30/2013 


Open 






3/21/2012 

3/21/2012 


2/29/2012 

10/31/2012 


3/21/2012 

3/21/2012 


2/2 9/20 12 Closed 2/1 2/2013 

10/31/2012 Closed 2/12/2013 


$£ 

$ 229,083 




$0 



$117, 767 
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Audit / 

Recommendat ion 

Management 
Decision Date 

Estimated 

Completion 

Date* 

Status 

Final 

Action Date 
{if 

applicable) 

Amount 
Agreed to 
be 

Collected 

at 

Management 

Decision 

2 

9/28/2012 

8/13/2012 

Late 


$0 

3 

9/28/2012 

9/30/2013 

Open 


$0 

4 

9/28/2012 

3/31/2013 

Late 


$0 

5 

9/28/2012 

11/15/2011 

Late 


$0 

6 

9/28/2012 

9/30/2013 

Open 


so 

7 

9/28/2012 

3/31/2012 

Closed 

2/6/2013 

$.0 

8 

9/28/2012 

9/30/2013 

Open 


$0 

9 

9/28/2012 

9/30/2013 

Open 


$0 







Information obtained from OCFO's tracking system for 
final action 

TOTAL 

$3, 832, 734 


*Recommended Action may have been taken by Agency prior to Final Report 
issuance 
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Mr. Aderholt. Ms. DeLauro. 

FOOD SAFETY 

Ms. DeLauro. Thank you, Mr. Chairman. 

And I want to just say welcome, and it is always wonderful to 
have you here before the Subcommittee, Ms. Fong. I want to thank 
you for your testimony. You mentioned several food safety issues, 
which I would just like to follow up on. 

First, I wonder if you can provide us with an update of your No- 
vember 30th, 2012, report on oversight of shell egg inspections. In 
the report you found that USDA did not have a unified approach 
to ensure the safety of shell eggs either internal within the depart- 
ment or external in coordination with the FDA. Has FSIS provided 
you with the information that you requested regarding rec- 
ommendations? There are the recommendations 1, 2, 3, 9, and 10, 
and they essentially develop a plan coordinating — coordination of 
USDA, FDA related to shell eggs; develop and plan to share infor- 
mation within USDA and FDA on shell eggs; develop and imple- 
ment a data collection plan re-sanitation at egg processing facili- 
ties; develop and implement a science-based policy for shell egg 
storage temperature; and develop implementation enforcing policy 
for violations that are a risk to consumers. If you have that infor- 
mation, I don’t know if you have that information. If you do not, 
I would love to have the information for the record. 

Mr. Harden. We can definitely provide it for the record, but just 
for your information, either late last week or early this week, we 
reached management decision on all of those recommendations that 
were outstanding, so there is agreement on them moving forward 
and how they are going to move forward and it does address the 
points that we made in our recommendations, but we can get the 
specifics on that for you. 

Ms. DeLauro. Terrific. Appreciate that. 

[The information follows:] 

Our audit on USDA Controls Over Shell Egg Inspections (50601-0001-23) was 
issued November 30, 2012. We recommended that the Food Safety and Inspection 
Service (FSIS) coordinate with the Food and Drug Administration (FDA) to imple- 
ment a seamless farm-to-table approach to shell egg safety, and ensure that crucial 
information related to shell egg safety is collected and shared between USDA agen- 
cies and with FDA. We also recommended that FSIS implement a scientific policy 
on shell egg refrigeration, and that AMS take the necessary steps to prevent the 
USDA grademark from being placed on shell eggs that are potentially contaminated 
with Salmonella. AMS and FSIS agreed with our findings and we have reached 
management decision of all of the report’s recommendations. USDA has taken ac- 
tion to implement 4 of the 10 recommendations (recommendations 4, 5, 6, and 8). 
According to OCFO’s records as of April 2, 2013, AMS has one recommendation (rec- 
ommendation 7) that needs to be implemented. Five recommendations made to FSIS 
(recommendations 1, 2, 3, 9, and 10) also remain unimplemented. 

And in an April 2012 report, you identified multiple short- 
comings related to the inspection of meat and poultry processing fa- 
cilities. Your note that you were unable to determine the efficiency 
of the FSIS staffing level because of inadequate data was of par- 
ticular concern to me. I wonder if you could talk a bit more about 
your findings and any action taken by FSIS since, specifically re- 
lated to the first and third recommendations. Now that the U.S. is 
relying more on PHIS, P-H-I-S, when do you expect to conduct a 
followup to the audit? 
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Mr. Harden. Well, they did respond favorably to our rec- 
ommendations in terms of thinking of putting in mitigating factors 
for if inspectors are not able to get do their processing plants when 
they are assigned, so, you know, we had a very good response on 
that. 

And I would say that we would probably follow up on that after 
a period of time and give them a chance to implement it. But with 
regard, just for informational purposes, in regard to the public 
health information system, we currently have work ongoing be- 
cause, in response to a number of reports we have issued in the 
last several years, FSIS’ response was always, we will take care of 
that when we implement the public health information system, we 
will make sure that is included, and so we are following up on sev- 
eral of those recommendations right now. 

Ms. DeLauro. Question is I know they have agreed but they are 
actually working at doing this? Okay. If there is any update on 
that, I would be happy to know that. 

RISK MANAGEMENT AGENCY 

And then, Ms. Fong, I was interested in your work related to the 
risk management agency and crop insurance. I know the statistics 
were somewhat breathtaking: 154 of the 176 new policies you sam- 
pled, a staggering about 87-and-a-half percent were sold to ineli- 
gible producers, yet the taxpayers footed a reinsurance bill for com- 
panies as if all 176 policyholders were eligible. Between this report 
and the GAO report on data mining, it is clear that RMA needs to 
evaluate its data collection analysis. Can you tell us more about 
your findings or related to RMA’s database and the use of data val- 
idation to ensure accuracy in this program? 

Mr. Harden. In response to that question. Part of the answer 
goes back to things that the IG mentioned in the opening state- 
ment in response to some of the major challenges at the depart- 
ment. With the new producer program, we found that the AIPs 
were not carrying out their role in the 

Ms. DeLauro. The AIP 

Mr. Harden. The Approved Insurance Providers, the private sec- 
tor providers that are supposed to be doing checks, and they were 
relying on information from RMA in a way that they should not 
have been relying on it. 

Ms. DeLauro. Was the information not accurate from RMA or 
was it — why wouldn’t they 

Mr. Harden. They were trying to use an audit check that RMA 
kept in its system as a check for eligibility when that is not what 
it was designed to do. 

Ms. DeLauro. Okay. 

Mr. Harden. They were just not carrying out the responsibility 
that they were supposed to. In addition to that, RMA was not doing 
enough oversight of the insurance providers to make sure they 
were doing what they needed to be doing. 

Ms. DeLauro. Okay. But let me ask you this. Was RMA dealing 
with, in terms of this program, looking at eligibility and their 
mechanism for determining eligibility as well as the insurance com- 
panies not doing what they are doing, do we have a problem both 
within the agency and with the insurance companies in terms of 
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accuracy of data and how are we going to address it? Well, my time 
is out, so 

Mr. Aderholt. Mr. Nunnelee. 

Mr. Nunnelee. Thank you, Mr. Chairman. 

IMPROPER PAYMENTS 

As I understand it, the Office of the Inspector General is charged 
with the responsibility of reviewing the agency under the Improper 
Payments Elimination Recovery Act. And in that process, you iden- 
tified some high-risk programs, so maybe to start with, so that we 
will be on the same page, how do you identify a high-risk program? 
What is that? 

Mr. Harden. Actually, we do not identify the high-risk programs. 
The agency, the department and its agencies have to apply criteria 
coming out of 0MB as to what would be decided is a high-risk pro- 
gram, and then we look to see how they carry out the responsibil- 
ities with regard to that. 

Mr. Nunnelee. All right. So how do they identify a high-risk 
program? 

Ms. Fong. Well, 0MB issues guidance to all Federal agencies 
that says if you have got a certain level of improper payments to- 
talling a certain dollar amount that kicks you into the high-risk 
category. So each agency has to go through its programs, identify 
which ones have that level of improper payments in that dollar 
range and identify it. And what happens then is that once they are 
designated as a high-risk program, then they have — the agency has 
certain obligations to identify how they are going to address the 
problem, mitigation that they can do to bring the improper pay- 
ment rate down. And our role, as the IG’s office, is to go in every 
year and to audit what the agency is doing in terms of whether 
there are actions to lower the improper payment rates, are they 
successful, are the rates coming down, are they identifying the 
right things? 

Mr. Nunnelee. Okay. 

Ms. Fong. So that is the overall scheme. 

Mr. Nunnelee. So what has been your experience in recent 
years with this agency? Have they identified the right areas; are 
they addressing them; and are the rates coming down? 

Mr. Harden. I will start by saying they are making progress. 
Last year our fiscal year 2011 report noted that they weren’t meet- 
ing four of the seven requirements, and this year’s report, which 
we issued on time last week when it was required, they are not 
meeting three of the seven requirements. Last year, when we went 
in, because of the problems, because it was new, the Department 
did not have all the processes and controls set up to know that it 
could collect the information to really monitor it. 

They are making progress on that so we didn’t make additional 
recommendations this year to them, but what we did find was the 
sub-agencies that have the high-risk programs did not have all the 
controls in place to get their information to the Department, so we 
made specific recommendations to them. They have not responded 
to those recommendations yet just because they didn’t have time to 
in us issuing the report by the mandated time, but I do expect to 
hear from them. So they are making progress to get it done. 
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Because the Department has not made the progress it needs to 
or is not compliant for 2 years, two consecutive years, they have 
to talk to 0MB about what they are going to do now to rectify the 
problem. Our recommendation to the department this year was to 
have that conversation, document that conversation so we can see 
what was done as we look at it next year. 

Mr. Nunnelee. All right. So these sub-agencies you have identi- 
fied that aren’t headed in the right direction, which sub-agencies 
are those? 

Mr. Harden. The six agencies that are involved are FNS, and 
those are big programs like SNAP and school lunch and the Child 
and Adult Care Program. You have got CCC and some of the farm 
payments. Forest Service, Natural Resource Conservation Service, 
the Risk Management Agency is one, and rural development is the 
last. 

Mr. Nunnelee. All right. Is that in any particular order? Did 
you go from best to worst or 

Mr. Harden. No, I wouldn’t say that I put them in any par- 
ticular order. I was just working from my notes. 

Mr. Nunnelee. All right. And of these agencies, the six that you 
identified, how would you compare your report this year to last 
year? Are there new problems that have come in, or are they still 
failing to address the same old problems? 

Mr. Harden. Well, the three areas that they were noncompliant 
in this year are three of the areas they were not compliant last 
year, so there is consistency in terms of — but we did know that the 
improper payment rate overall went down, so they are making 
progress, but you know, it is just a big problem to address. 

Mr. Nunnelee. All right. Thank you, Mr. Chairman. 

IMPLEMENTATION OF OIG RECOMMENDATIONS 

Mr. Aderholt. In the semi-annual report to Congress for April 
to September 2012, you note that for this period, OIG issued 176 
program improvement recommendations and that USDA’s man- 
agers agreed to implement 174 of them. When an agency imple- 
ments a program improvement, it reports the action to the USDA’s 
chief financial officer. OIG does not oversee the implementation of 
the recommendation. 

My question would be, is this the most effective way to ensure 
the agencies adopt an OIG recommendation? 

Ms. Fong. Well, it is the process that is envisioned through the 
Inspector General Act, which created our offices, and sets forth the 
roles of the various parties within an agency. Basically, it requires 
us to report, to work with agencies to reach decision on rec- 
ommendations, and then it requires the Secretary to report on ac- 
tions taken to implement, and so that is the overall structure. 

Now, within that structure, once we reach agreement with the 
agency as to what it is going to do, we don’t just walk away from 
it. We do keep an eye on what the agencies are doing as they im- 
plement their recommendations, and frequently, as we develop our 
audit plans every year, we are watching to see whether it is time 
to go back in to look at a program again to see if the implementa- 
tion has been working or if actually it occurred or if there are still 
issues that need to be addressed. And so we view our oversight and 
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relationship with the agency as sort of a continuous ongoing rela- 
tionship. 

Mr. Aderholt. And so speak again about the follow up on the 
reports to an agency and how that works again, the follow up? 

Ms. Fong. Well— 

Mr. Aderholt. And how often that occurs. 

Ms. Fong. When we issue a report, we are engaged very deeply 
in discussions as to whether or not the agency is going to agree 
with our recommendations, and so that is one level of discussion 
that occurs in great depth through our audit process. 

Once we reach an agreement, then the agency has to report to 
the CFO’s office its progress on implementing its actions, and there 
is a mechanism there under the Inspector General Act that says 
that if the agency does not implement its corrective action within 
a certain period of time, I think it is 6 months, a year, then the 
Secretary has to report that, as do we, that these actions have not 
yet been implemented. So we have ongoing dialogue with the CFO’s 
office as well as with the agencies to keep track of the progress of 
those actions. 

Mr. Harden. And one other granular part of that. As they are 
implementing a recommended action, we provide the agency and 
OCFO with a document that says, okay, to reach that final action, 
to know that it has been adequately resolved, we expect the agency 
to do A, B, C, and provide this information to OCFO. If OCFO gets 
that information and it doesn’t look like it matches, they send 
something to us saying, ‘hey, is this doing what you intended for 
it to do or not?’, so they don’t accept final action on an audit rec- 
ommendation that they shouldn’t. And so that is another way that 
we are part of that process. 

And depending on the sensitivity of the recommendations and 
the programs involved, we will kind of gauge our planning process 
as to when we will go back in. Some we may have to go back in 
sooner because of the sensitivity; some we may, due to other prior- 
ities, may need to pick up later. 

Mr. Aderholt. Have you ever encountered a case where an 
agency didn’t do what it said it was going to do or made a change 
that didn’t meet the intent of the recommendation? 

Mr. Harden. I would have to go back and find a specific exam- 
ple, but yes, when we go in and do follow up, we do sometimes find 
it didn’t quite fix the problem, and so we — and we may have an ad- 
ditional recommendation to make at that point in time or we — it 
is rare, but you can reopen a recommendation and say, you didn’t 
finish it, so you got to go back and fix it the way we originally 
talked about. 

Mr. Aderholt. How can we find out whether an OIG rec- 
ommendation and then a related management decision has been 
implemented? 

Mr. Harden. I would say you would need to work with the CFO’s 
office. I mean, they keep that data, and we could definitely work 
with you in getting it, but they maintain the data as to the docu- 
mentation that it was done, and we go to them as we start audit 
work to make sure, you know, if we are following up on a rec- 
ommendation, that they did what they said they were going to do. 
We would first go to OCFO and say, okay, what did they provide 
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you? We can see documents match. Now let’s go in the field and 
see if they actually did it. Did the retraining of people, did the in- 
struction that was given, was it clear, and did people follow it the 
way that it was intended to be followed? 

Ms. Fong. You can also contact our office, have your staff reach 
out to us, and we would be very happy to brief on what we know 
about the status of any audit recommendation. 

Mr. Aderholt. Mr. Farr. 

Mr. Farr. Thank you, Mr. Chairman. 

HORSE SLAUGHTER 

There has been a big controversy in this country about horse 
slaughter. We banned ifi and now the Congress has lifted that re- 
striction on the ban, and I understand that USD A is thinking 
about licensing a company in New Mexico. You have investigated 
the USDA’s Food Safety Inspection Service, and in your 2010 audit 
of the National Residue Program, you pointed out that the Food 
Safety Inspection Service should at least annually assess the risk 
of drug residues by canvassing drug industry experts and private 
practitioners about the veterinary drugs that could end up in the 
food supply and also that the FSIS should subject every shipment 
of livestock coming from unknown producers to additional residue 
testing. 

What is interesting about horses is that they are not raised for 
commercial meat purposes. They come from all kinds of back- 
grounds, you know, racehorses, show horses, pet horses, the list 
goes on and on, you can imagine, so that there is really no known 
process of what each one of those handlers has done in using drugs 
with them. And so, because they aren’t raised for food, every ship- 
ment of horses will come from unknown producers and will have 
been exposed to a huge variety of unknown drugs. 

It seems like the Food Safety Inspection Service is posed to dis- 
regard your advice of 2 years ago by resuming horse slaughter 
without giving sufficient consideration to food safety. Are you pre- 
pared to investigate whether the food safety inspection service has 
the appropriate systems and protocols in place to ensure the safety 
of horse meat? 

Ms. Fong. We are aware that this is a very sensitive issue, and 
that the agency is engaged in making decisions as to how it is 
going to go about implementing its program, if it does. I am not 
aware that they have yet approved any process. 

Mr. Farr. They have not approved, but they are considering it. 
I think an application has been filed, at least that is what I have 
heard 

Ms. Fong. And I agree that that is my understanding as well. 
We, as you pointed out, we did issue a very significant audit on 
residues in meat last year, and I believe we reached management 
decision with FSIS on that. We would be very happy to go back to 
FSIS and just reiterate the findings that we had in that audit just 
to make sure that they are fully aware and cognizant of those find- 
ings. 

Mr. Farr. I think the Committee would appreciate it generally. 
I mean, the other side of it is we have just seen that they were 
going to cut back meat inspectors. They were going to rift them. 
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and you know, the Senate bill we just voted on the floor restores 
that, but in their testimony here, they are faced with sequestration. 
And it seems a moment when food safety and particularly with 
drugs in animals is at an all-time concern, that this is the last 
place that we ought to be — as pointed out, these are first respond- 
ers, and first responders shouldn’t be cut back to responding to con- 
cerns. 

Why don’t I yield to you. 

Ms. DeLauro. I would just add the one thing that we know, 
what just happened in Britain and finding out all over the world 
that horse meat is being used in products in which it is not sup- 
posed to be used, and that has been happening. So I think we 
opened a door here that really would put our food safety in that — 
it would put it at risk. 

Mr. Farr. I mean, obviously, if the department doesn’t have the 
funds, then they ought not to be giving the permit to start this new 
enterprise that has got all kinds of risks and high controversy. 

Ms. Fong. Well, I didn’t know if that was a question. I under- 
stand your concern. We will certainly engage in dialogue with FSIS 
on our residue audit, just to make sure that that is at the forefront 
of their minds. 

Mr. Farr. Can you report back to this Committee on what your 
judgment is, whether they are equipped to handle it? 

Ms. Fong. We will be happy to gather our thoughts on that and 
provide something for the record. 

Mr. Farr. Appreciate that. Thank you. 

[The information follows:] 

To date, FSIS’ inspection program for horse slaughter is not in place, and they 
have not approved any facility for horse slaughter. From FSIS’ appropriations hear- 
ing testimony (before this Subcommittee) on March 13, 2013, OIG learned that FSIS 
is working within the National Residue Program framework to develop its horse 
slaughter inspection program. As FSIS’ horse slaughter inspection program is in 
early development, we do not anticipate performing a review at this time. However, 
we may consider a review of such processes at a later date. 

Mr. Aderholt. Mr. Fortenberry. 

USDA IMPLEMENTATION OF OIG RECOMMENDATIONS 

Mr. Fortenberry. I would like to follow up a little bit more on 
how the culture and interaction between your agency and the de- 
partment is structured, and then go into the specifics of how the 
CFO, the chief financial officer, contains or controls the data as to 
how well implementations are going or being implemented and 
what type of timelines, and your comment, where you said, well, 
contact the CFO’s office. I heard you adjust that slightly to say, we 
are also available to do that. 

I think it is important to recognize that we depend upon you to 
bring us the results of your audits and in a timely fashion, that are 
substantive and clear. So if the CFO has information that perhaps 
is not transparent to us, us going to the CFO, I would think, would 
be a circuitous route to try to get to the heart of the matter, which 
you are charged with. 

So, in that regard, it is my understanding that they keep basi- 
cally some type of scorecard as to how well these recommendations 
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have been implemented. Could you report that to us as a part of 
your general findings? 

Ms. Fong. We would be happy to do that. 

[The information follows:] 
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As of March 28, 2013, records maintained by OIG and USDA' s Office of the 
Chief Financial Officer (OCFO) currently reflect 58 recommendations as 
unresolved (no management decision reached) and 492 recommendations pending 
final action in USDA' s agencies. The numbers (both unresolved and pending 
final action) change continuously as OIG releases new reports and USDA 
agencies make decisions or take final action on OIG recommendations. 

The breakout by agency is reflected in the table below. 


VSDA- OIG RECOMMENDATIONS'- 

DECISION AND PINAL ACTION ' 





Pending 

Management 

Pending 

Pending 

Final 


AGENCY 

Decision 

Collection 

Action 

TOTAL 

AGRICULTURAL MARKETING 

SERVICE 

2 

0 

6 

8 

ANIMAL AND PLANT HEALTH 

INSPECTION SERVICE 

0 

0 

26 

26 

AGRICULTURAL RESEARCH 

SERVICE 

0 

0 

14 

14 

COMMODITY CREDIT 

CORPORATION 

0 

0 

9 

9 

DEPARTMENTAL MANAGEMENT 
(OPPM and Other DM) 

0 

0 

13 

13 

FOREIGN AGRICULTURAL 

SERVICE 

0 

0 

0 

0 

FOOD AND NUTRITION SERVICE 

7 

1 

76 

84 

FOREST SERVICE 

1 

0 

57 

58 

FARM SERVICE AGENCY 

1 

15 

29 

45 

FOOD SAFETY AND INSPECTION 

SERVICE 

0 

0 

30 

30 

NATIONAL AGRICULTURAL 
STATISTICS SERVICE 

0 

0 

0 

0 

NATIONAL INSTITUTE OF FOOD 
AND AGRICULTURE 

0 

0 

0 

0 

NATURAL RESOURCES 
CONSERVATION SERVICE 

1 

0 

59 

60 

OFFICE OF THE ASSISTANT 
SECRETARY FOR CIVIL RIGHTS 

0 

0 

0 

0 

OFFICE OF THE CHIEF 
FINANCIAL OFFICER 

6 

0 

21 

27 

OFFICE OF THE CHIEF 
INFORMATION OFFICER 

18 

0 

41 

59 

RURAL DEVELOPMENT (RHS, 

RBS, RUS) 

15 

4 

74 

93 

RISK MANAGEMENT AGENCY 

7 

8 

9 

24 
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AGENCY 

Pending 
Manageir . • 
Decision 




TOTAL NUMBER OF USDA- 

OIG AUDITS: 131 






■ ■ 

See Note 1 


See Note 

2 



Note 1: The Inspector General Act, as amended, requires OIG to track and 
semiannually report to Congress those audit reports where management decision 
has not been reached (agreement as to the specific corrective actions to be 
taken on recommendations made) within 180 days of report issuance. The 58 
unresolved recommendations include all unresolved recommendations as of 
March 28, 2013, and are not limited to those unresolved for more than 
180 days. 

Note 2 : OCFO tracks and annually reports to Congress in the Performance and 
Accountability Report the status of final action (implementation of agreed- 
upon actions) on OIG's audi t recommendations . 
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Mr. Fortenberry. I think that might he an improvement, and 
it would get us out of this entanglement as to the centralized au- 
thority in this regard to find out how well program missions and 
clarifications of implementation are actually being followed in a 
timely manner. 

So, again, we are looking — sometimes some of this can turn into 
gotcha, a gotcha type of hearing, and that is not the intent here. 
The intent here is to again ensure the integrity of the missions of 
the programs, and our substantive way of doing that is through 
you being the basic watchdog. Do you have sufficient autonomy and 
independence from the agencies in which you are charged to audit 
to effectively carry that out? Again, I am unpacking a little bit from 
the nuance of what you said regarding the CFO’s office to ensure 
that you answer my question, yes, absolutely. 

Ms. Fong. Yes, absolutely. 

Mr. Fortenberry. All right. Thank you, Mr. Chairman. 

Mr. Aderholt. Mr. Bishop. 

Mr. Bishop. Thank you very much, Mr. Chairman. 

employee buyouts and early retirements 

Ms. Fong, in your testimony, you indicated that your office is of- 
fering voluntary early retirement authority and voluntary separa- 
tion incentive pay payment to 39 employees. I noticed, however, 
that last year, you testified that during the first quarter of fiscal 
year 2012, your office had approved voluntary buyouts and early 
retirement for 21 employees and that you were implementing plans 
to approve similar measures, including offering 30 additional em- 
ployees buyouts and early retirements by the end of December of 
last year. 

What is the status of those buyouts and those retirements that 
you spoke of last year, and does the 39 employee figure include or 
exclude any of those employees that you spoke of last year? And 
can you give us an indication of who those folks are in terms of po- 
sitions and grades and years of experience? And given the apparent 
institutionalization of our continuing resolution process here in 
Congress and the added burden of sequestration, have your staff 
reductions had any impact on the ability of your office to complete 
the audits and the investigations with which OIG is tasked? And 
have you experienced a brain drain with all of your staff depar- 
tures? 

Ms. Fong. Okay. Let me go ahead, and I appreciate your ques- 
tion. We should definitely clarify what we did in terms of buyouts 
for our staff. Bottom line is that in fiscal year 2012, last fiscal year, 
we offered three buyout opportunities because looking forward to 
2013, we saw that we would need to bring our staff down, the num- 
bers of our staff down, so we offered three buyout opportunities. 

Mr. Bishop. Was that because you didn’t have enough work for 
them to do? 

Ms. Fong. I wish I could say that. And basically, 39 employees, 
during those three buyouts, a total of 39 employees left our rolls. 
That includes the 21 that we testified about last year, plus an addi- 
tional 18. 

I will note as a matter of interest, we offered three buyouts. In 
the third offering, no one accepted a buyout, and so we concluded 
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that we had pretty much offered a buyout to anybody who was in- 
terested in doing that. So, coming forward into fiscal year 2013, the 
staff who we lost through buyouts ranged from extremely senior 
auditors and investigators and managers at career levels, who had 
30 years of experience, all through our ranks, all the way down 
through our ranks. Most of the people that we lost were in our 
audit and investigative offices. 

Needless to say, because we are a staff-intensive organization, 
we depend on human resources to carry out our mission, and so 
this year, we are operating at a much lower staffing level. The im- 
pact of sequestration for us is that we have had to reduce travel 
funds. Every time we have a request for an audit or an investiga- 
tion or an allegation of wrongdoing, we have to assess where that 
falls in our priorities and whether it will require us to spend money 
that we may not have. So that is the impact of sequestration on 
our operations. 

Mr. Bishop. Do you have a brain drain such that it will limit 
your capacity to carry out the responsibilities with which you have 
been tasked by this Congress? 

Ms. Fong. Well, because we have lost so many experienced peo- 
ple, and under the rules of the buyouts, we are not allowed to fill 
those vacancies, generally speaking. Once you lose a very experi- 
enced person, you can’t really replace that. That being said, we 
have a very dedicated workforce of people around the country. And 
we are committed to doing the very best that we can, given our re- 
sources. 

Mr. Bishop. Okay. So I take that as a maybe? 

Ms. Fong. It is a practical reality I think. 

Mr. Bishop. Thank you. 

Mr. Aderholt. Ms. DeLauro. 

Ms. DeLauro. Thank you, Mr. Chairman. 

ELIGIBILITY IN RMA 

I want to follow up on where we left off in the last round. But 
let me make this point, as I understand it. OIG found that nearly 
two-tenths of 1 percent of SNAP participants in New York were po- 
tentially ineligible for the program, compared to the 87.5 percent 
of new policies that OIG found were sold to ineligible producers. 
Clearly, it would seem to me that we have work to do to ensure 
a proper — appropriate oversight by RMA of insurers, which was my 
last point at the last round. So that where are we with regard to 
RMA? And whatever database, if they are using the wrong data- 
base to make some conclusions, do they have a database that deals 
with eligibility criteria, et cetera? Are they following that protocol? 
Or do they not have one at all and they make a determination by 
some other alchemy? And then where is the safeguard on the in- 
surance side of this? And where are you making your recommenda- 
tions to deal with this kind of 87.5 percent that are going to ineli- 
gible producers? 

Mr. Harden. In terms of the database, as I understand it, I may 
have to correct this if I get it wrong, but approved insurance pro- 
viders, the private sector folks are the ones that are making the 
eligibility determinations for particular farmers or policies. That is 
overseen by RMA, similar — to make an analogy, it is like FNS 
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overseeing a State operation for SNAP or school lunch. Where we 
have seen problems is at the AIP level, the insured provider level, 
that they are not doing an adequate joh, and where we find signifi- 
cant, you know, problems, eligibility, as you are pointing out here, 
policies that shouldn’t have been paid, we are making recommenda- 
tions to RMA to go back and 

RMA OVERSIGHT 

Ms. DeLauro. What should RMA be doing? 

Mr. Harden. They should be providing better oversight of the 
providers. 

Ms. DeLauro. Okay. So they need to provide better oversight of 
providers. Do you have a dollar amount attached to, you know, 
what it cost us in terms of not having a better oversight mecha- 
nism? Do they have a mechanism now or are they just, as I said, 
are they not dealing with it? Is it not tight enough? What exists? 
Because you have a very stringent requirement on the SNAP pro- 
gram, which has over the years been put into place, so you are 
looking at an error record underpayment, overpayment of about 3.8 
percent. And we go through this all the time. But what I want to 
find out is what is the similar process that we deal with, with RMA 
and with insurance companies to make sure that we don’t get an 
87.5 percent rate of ineligible producers getting an advantage? 

Ms. Fong. You make some very good points. 

Ms. DeLauro. And is there a dollar amount attached to any of 
this? And if you don’t have that, I really want to know what we 
are doing here in terms of dollars as well. 

Ms. Fong. We can certainly provide information for the 
record 

Ms. DeLauro. Please. 

Ms. Fong [continuing]. On RMA’s improper payment rate, which 
is an issue we are working with very intensely, as well as a num- 
ber of audits we have done in the last few years that pinpoint dol- 
lar recoveries. 

[The information follows:] 

In USDA’s FY 2012 Agency Financial Report, RMA reported that Federal Crop 
Insurance Corporation improper payments were approximately $173 million, a 4.08 
percent error rate. We have not audited this improper payment error rate; therefore, 
we cannot attest to the validity or accuracy of the rate. In 2009, OIG issued an 
audit report on RMA Compliance Activities (05601-0011-At) that determined that 
RMA’s sampling methodology to estimate improper pajunents was statistically inad- 
equate because RMA evaluators excluded certain payments, such as premium sub- 
sidies and denied claims. OIG’s recommendation to include all payment types in its 
sampling methodology has not been resolved; therefore, OIG believes RMA’s re- 
ported estimated improper payment rate of 4.08 percent may have been under- 
stated. 

Ms. DeLauro. Tell me how often has RMA been audited to see 
about these efforts? 

Ms. Fong. We have done a number of audits of RMA in the last 
3 or 4 years. I am thinking of the citrus work that we did. 

Ms. DeLauro. But the last 3 or 4 years. So the last 3 or 4 years. 

Ms. Fong. And we have a long history of audit work in RMA. 
And we have a very significant audit that made significant findings 
about RMA’s oversight of the insurance industry, saying that they 
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really need to do a better job. We can provide you with a number 
of dollar results on that. 

Ms. DeLauro. Sure. 

[The information follows:] 
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The table below shows the audits OIG conducted in RMA over the last 4 years. 


RISK MANAGEMENT AGENCY 

Audits Issued 2009-2013 
{as of 04/03/13) 

Audit Number 

Title 

Bate. 

Released 

/Number . of 
Recom- 
mendations 
•' Made , 

Summary of 
- Monetary 
Results ^ 

05601-0006-KC 

RMA: Federal Crop 

Insurance - Organic Crops 

2/22/2013 

2 

$5,212,000 

05099-0114-KC 

RMA: Validity of New 
Producers 

8/13/2012 

7 

$3,310,000 

05099-0029-At 

Citrus Indemnity Payments 
Resulting from 2005 

Florida Hurricanes 

9/7/2011 

5 

$44,059,385 

50601-0018-Te 

Pasture, Rangeland, And 
Forage (PRF) Loss Pilot 
Program 

8/27/2010 

12 

$1, 169,645 

05601-0005-KC 

RMA Activities to 
Renegotiate the Standard 
Reinsurance Agreement 
(SRA) 

8/27/2010 

0 

$0 

50601-0015-AT 

Hurricane Indemnity 

Program (HIP) - Integrity 
of Data Provided by RMA 

3/31/2010 

7 

$1,061,958 

05601-0014-Te 

Group Risk Crop Insurance 

3/30/2010 

6 

$0 

05601-0011-At 

RMA Compliance Activities 

9/16/2009 

22 

$0 

05099-0028-AT 

RMA's 2005 Emergency 
Hurricane Relief Efforts 
in Florida 

3/4/2009 

18 

$16,601,134^ 


' All monetary results are questioned or unsupported costsrecovery recommencted except 
for audit number OSSOl-OOOe-KC which includes $4,260,000 reported as funds to be put 
to better use - management improvements and $952,000 in questioned costs-- no 
recovery. 

^ The $16,601,134 is questioned cost- recovery recommended. There were additional 
monetary results not disclosed due to Freedom of Information Actexemption 4. 
Additional information will be provided to the Subcommittee upon request. 
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Ms. Fong. And as you may know, there have been some very sig- 
nificant investigations and fraud in the crop insurance program. 
Most recently, the tobacco industry in North Carolina. 

Ms. DeLauro. Right. 

Ms. Fong. Multimillion dollars where the producers and the in- 
surance agents both defrauded the government, many, many con- 
victions and sentences, which highlights the need for oversight, I 
think. 

Ms. DeLauro. With my time just about up, I would appreciate 
that information and the recommendations and the structures that 
are in place that really address this issue and what needs to be 
done to tighten them up. Thank you. 

Thank you, Mr. Chairman. 

[The information follows:] 

RMA has three major divisions — Product Management, Insurance Services, and 
Risk Compliance. Insurance Services is responsible for program delivery, and local 
program administration and support. Product Management is responsible for over- 
seeing product development. Risk Compliance monitors compliance with program 
provisions by both producers and the approved insurance providers (AIPs) that sell 
and service policies. 

Risk Compliance looks to its National Program Operations Reviews (NPOR) as its 
primary tool for monitoring and oversight of the AIPs. An NPOR is a review con- 
ducted approximately once every 3 years by a designated Lead Regional Compliance 
Office, along with other assigned regional compliance offices, of selected operations 
of an AIP, to determine their compliance with laws, regulations, the Standard Rein- 
surance Agreement, and/or associated Appendices, and/or approved FCIC policies 
and procedures. Risk Compliance, Strategic Data Acquisition and Analysis (SDAA) 
uses data mining as a tool for monitoring and oversight of AIPs and indemnity pay- 
ments. Through data mining. Risk Compliance identifies policyholders for possible 
onsite spot check inspections, which are conducted by Farm Service Agency field 
personnel. Risk Compliance, through its field compliance offices, initially follows up 
on referrals that may involve potentially fraudulent payments; Risk Compliance also 
works closely with (and refers to) OIG’s Office of Investigations on any referrals or 
other incidents involving potential fraudulent payments. 

Under the Standard Reinsurance Agreement between RMA and the AIPs, and 
AIPs are required to conduct a number of quality control reviews involving their 
agents, policies, and indemnity claims, and forward the results of their quality con- 
trol reviews to Risk Compliance. Risk Compliance monitors and collects the results 
of these quality control reviews conducted by the AIPs. Risk Compliance also re- 
quires the AIPs to notify RMA upon receiving notice of a potential claim on an eligi- 
ble crop insurance contract where the production loss of indemnity is likely to ex- 
ceed $500,000, or such other amount determined by RMA. RMA may elect to partici- 
pate in the loss determinations and review the actions of the AIP taken in the set- 
tlement of the claim before agreement is reached with the producer and before the 
AIP makes payment. These are called Large Claims Reviews. Conversely, RMA may 
elect to decline participation or review of the claim. 

Mr. Aderholt. With our time concluding at almost the noon 
hour, I am going to go ahead and recognize Mr. Farr. I think he 
has got a couple more questions. 

APHIS OVERSIGHT OF INVASIVE PESTS 

Mr. Farr. I just have one more question, Mr. Chairman, and I 
appreciate it. And it is this oversight issue. We have spent hun- 
dreds of millions of dollars trying to detect and eradicate invasive 
pests. In the area in California that I represent, probably Cali- 
fornia as a State probably has more issues than anyone because of 
the amount of travel in and out, the amount of transshipment of 
goods, everything. It is really a problem. Because when we do have 
an invasive pest, it can wipe out the wine industry or multibillion 
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dollar industries, any of the 400 industries that we have in agri- 
culture, especially crops and so on. 

And I know every year, we appropriate millions of dollars each 
year to the Animal and Plant Health Inspection Services, APHIS, 
to trace and eradicate these pests once they are in the country. The 
Department of Homeland Security has personnel from the Ag De- 
partment now moved over to DHS who are responsible for protec- 
tion of the ports of entry. And huge sums have also been allocated 
from the Commodity Credit Corporation to fight invasive pests. So 
I was really disturbed to learn that in a report last August, you 
found that from fiscal year 2008 to 2011 there was virtually no 
management accountability in the smuggling, interdiction, and 
trade compliance unit of APHIS. That group has the front line re- 
sponsibility at APHIS for closing the pathways by which pests get 
into this country. 

As a result, there was an extremely low success rate in finding 
these pests and tracing how they got here in the first place. To par- 
aphrase your testimony, 90 percent of the surveys that APHIS un- 
dertook did not result in a seizure or trace back of a prohibited 
product, and APHIS did not take action to stop further shipments 
on 96 percent of the surveys that did result in seizure and trace 
back. 

I mean, these figures are shocking. And, you know, I can under- 
stand that APHIS has taken your recommendations to heart. But 
how does the management of a program get so bad in the first 
place that it takes your shop to uncover it? What is going on in 
there? And when they take your recommendations, do they fix it 
for good, or is it you are going to come back and discover stuff that 
they ought to be doing under their watch, under their responsi- 
bility to detect the gaps and the lack of strong, effective manage- 
ment? 

Mr. Harden. When we brought this to their attention during the 
field work, they immediately started taking action. But oversimpli- 
fying the cause of what they told us as why this got to the state 
it was, was the managers higher up trusted their people to do the 
right thing. Now, this is a very sensitive matter, and it is some- 
thing that we will follow up on. But they took very seriously what 
we brought to them. 

Mr. Farr. The question is why did those managers let it get that 
bad? You as an outsider, this is not your expertise, this is what 
they are hired to do. 

Mr. Harden. I don’t know that I can answer why they let it get 
that bad, because when we asked them, why is this going on, the 
answer we basically got was, well, we trusted them to do the right 
thing. That is not a good answer, but that is the answer that we 
were able to get. 

Mr. Farr. Are they still around? 

Mr. Harden. Yes, but one of the deputy administrators, as I un- 
derstand it, that was new to this program area in terms of the 
management of that area. 

Mr. Farr. So does your recommendations, I mean, sometimes it 
seems it is just such gross mismanagement that people ought to be 
held accountable for it. 
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Mr. Harden. I understand that. And if it were at that level, then 
there would he that recommendation, or if we felt there was some- 
thing — 

Mr. Farr. You can make those recommendations? 

Mr. Harden. If we feel like there is something criminal, we 
would refer it to investigations. If we found like 

Mr. Farr. Criminal is pretty secure — I mean, pretty difficult to 
prove in these things. It is just malfeasance and lack of profes- 
sional oversight, things like that. But does your report bring that 
to the attention? 

Mr. Harden. We can when we feel it is appropriate to bring that 
type of recommendation forward, yes. 

Mr. Farr. Did you feel so in this situation? 

Mr. Harden. That wasn’t part of our recommendations because 
of how they were reacting to it. It was different players. So, I 
mean, it is hard to — to generalize, it is hard to take somebody out 
if they are very new to the game, and they are looking at you and 
saying, I am going to try and fix this. 

Mr. Farr. Yeah, but 96 percent of their surveys where they 
found problems they did not take any action on. Well, I hope we 
can plug that hole, Mr. Chairman, with your help. Thank you for 
your testimony. Thank you for being here today. 

Mr. Aderholt. Thank you, Mr. Farr. 

And certainly, we will be glad to follow up on that to see what 
the Subcommittee can do. Thank you, Ms. Fong for being here. Ms. 
Ellis, Mr. Harden, thank you for joining us here today for the testi- 
mony. And we look forward to working with you. We do have some 
questions for the record that I know that I have that we will sub- 
mit for the record, and other members may do as well. So, again, 
we thank you, and the Subcommittee is adjourned. 

[Questions submitted for the record:] 
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UNI TED STATES DEPARTMENT OF AGRICULTURE 
INSPECTOR GENERAL 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEARING 
MARCH 21, 2013 

QUESTIONS SUBMITTED BY CHAIRMAN ROBERT ADERHOLT 
OIG Priorities, Concerns and Recommendations 

1 . Mr. Aderholt: What are USDA’s top management and programmatic challenges? 

Response: OIG has identified several top management and programmatic challenges facing 
the Department, which are reported each year to the Secretary. This information is also 
reflected in USDA’s armual Performance and Accountability Report.’ OIG’s August 2012 
report identified the ten top management challenges facing USDA. Of those listed, OIG 
continues to consider the following to be the most significant: 

• Improving interagency communication, coordination, and program integration; 

• Strengthening efforts to identify, report, and reduce improper payments; 

• Improving controls for food safety inspection systems; 

• Implementing strong, integrated, internal control systems; and 

• Implementing a secure information technology environment. 

2. Mr. Aderholt: What USDA programs, functions or agencies are of most concern to you? 
Why? 

Response: As an agency whose mission is to identify and eliminate fraud, waste, and 
mismanagement, any USDA program with identified weaknesses and vulnerabilities is of 
significant concern to OIG. However, as referenced in OIG’s past semiannual reports to 
Congress and annual reports of management challenges facing USDA, the programs and 
functions of most concern are those relating to food safety and security, information 
technology security, and improper payments in agency programs. 

Below are some examples to address this and your previous question on USDA’s top 
management and programmatic challenges. 

• Food Safety . We view food safety inspection to be a continuing concern because food- 
home pathogens and food contamination can put consumer health in jeopardy. Our 
audits have identified that FSIS should continue to improve its inspection processes, 
related technology systems, and management controls to accurately assess risk and 
effectively prevent contamination. 


' The most current version of these reports may be viewed on USDA’s Web site at 

httD://www.ocfQ.usda.gQv/usdarDl/Ddf/'Final USDA APR 1 1 1612 VI 508 2.p df(’USDA Agency Financial 
Report, FY 2012. starting on page 154) and hltD://www.usda.gov/oiE/’webdocs/MgmtChallenae.s2012.D df (USDA 
Management Challenges, dated August 2012). 
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• Information Technology Management and Security . IT management and security has 
been a longstanding concern for USDA. We continue to recommend that OCIO 
undertake a manageable number of the Department’s highest priority projects and show 
measurable progress towards the milestones for each of its active projects to mitigate this 
material weakness. OCIO needs to develop internal control procedures and strengthen 
communication and coordination for project management. We found that OCIO did not 
use the additional funding it received for IT security in FYs 2010 and 2011 exclusively 
for the purposes outlined in its Congressional request or to address the Department’s 
most critical IT security concerns. We also found that USDA’s security over critical 
systems did not meet required standards, leaving the systems vulnerable. It is critical that 
the Department manage and protect the security, confidentiality, and integrity of its IT 
infrastructure and the information residing in its IT systems. 

• Improper Payment Rates for School Lunch and School Breakfast . InFY2012, FNS 
estimated the improper payment rates for these two programs to be 15.53 percent for 
School Lunch and 25. 1 8 percent for School Breakfast. We currently have work in 
process to evaluate the methods FNS is using to lower the error rates in both of these 
programs. Our investigative work in the NSLP during FY 2012 resulted in $3.3 million 
in monetary results. Our investigations often find that providers falsely inflate the 
number of meals provided in order to obtain more funding than what they are eligible to 
receive. 

Our recent work associated with food service management companies found that 1 1 of 
the 18 school food authorities we reviewed did not exercise sufficient management 
oversight to ensure they received the full benefits of purchase discounts and rebates and 
the value of USDA-donated foods. 

• SNAP Fraud — Recipient and Retailer Amounts . Last year our audit work focused on 
completing our individual State reviews and our investigative work highlighted 
trafficking (trafficking is the exchange of benefits for cash or other means). This 
continues to be an issue given the size of SNAP with respect to USDA’s overall budget. 
The cost of SNAP has risen 77 percent since 2007. Benefits issued in 2012 were nearly 
$75 billion. FNS reports a 3.8 percent error rate in eligibility and benefit 
determinations. Through audit work we have completed in the past year, FNS has agreed 
to work on establishing a fraud rate for recipients (the agency had not done this before) 
and improve the basis for calculating the national trafficking rate by retailers. 

We currently have work in process to evaluate FNS processes and controls for 
authorizing SNAP retailers — including initial authorization, periodic reauthorization, and 
disqualification. We have just initiated work to evaluate the controls in place to ensure 
the SNAP Quality Control error rate is accurate. 

SNAP fraud (trafficking) is an area where we currently dedicate slightly more than half 
of our investigative resources. In order to uncover and prevent fraud, and protect public 
funds and the integrity of the program, we believe a concentrated effort is needed by the 
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States in dealing with the recipients who engage in SNAP trafficking identified by our 
investigations. In order to foster this, OIG is currently working with FNS on an initiative 
to address both the retailers and recipients that we identify through our investigations as 
engaging in SNAP trafficking. 

• Suspension and Debarment. An OIG audit report made recommendations that USDA 
fully implement an effective suspension and debarment program by pursuing this remedy 
for persons who have been found to have committed USDA program violations (e.g., 
SNAP fraud) and/or defrauded USDA in some manner (e.g., loan fraud). An effective 
suspension and debarment program would not only protect USDA from irresponsible 
persons, but the Government, as a whole, by prohibiting suspended and debarred persons 
from participating in most Federal programs and doing business with the Federal 
government. 

OIG is working with the OCFO to assist USDA agencies in pursuing suspension and 
debarment of individuals and companies who have been charged with or convicted of 
defrauding USDA programs. On a quarterly basis. Investigations staff provides OCFO 
with a list of all indictments and convictions that occurred within that quarter. Based 
upon the information provided by OIG and other information known to USDA, agencies 
can begin the process to determine whether to initiate a suspension or debarment action 
against individuals and companies who have been indicted or convicted. 

• Conservation Programs — Improper Payments and Accountability . Our testimony 
highlighted the need for NRCS to implement a comprehensive, integrated compliance 
strategy designed to verify that its $3.6 billion in conservation programs are being used as 
intended. In separate work, we concluded that NRCS was not able to adequately identify 
and report improper payments. We questioned the accuracy of NRCS’ fiscal year 

(FY) 2011 improper payment estimate of $1 1 million. We found that 7 of the 
17 payments reviewed did not have sufficient documentation to support the determination 
that the participant was eligible and NRCS did not review payment eligibility as part of 
the IPERA review. We believe NRCS understated its improper payments by at least 
$9 million. 

• Eligibility for Loan Programs . Our Recovery Act work has provided a number of 
recommendations to strengthen procedures for ensuring loans (e.g., housing, business) 
are made to eligible recipients. Recent work on loss claims associated with single family 
housing guaranteed loans shows that agency personnel should review loans more closely 
before paying loss claims to ensure the recipient was, actually eligible for the loan 
received. 

• Crop Insurance . We continue to report weaknesses in the integrity of crop insurance 
payments (e.g., new producers and organic crop insurance). Our testimony also 
highlighted large-scale crop insurance fraud (cases involving tobacco in North Carolina). 
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• DupHcation of Programs . We are currently finishing work looking at the potential for 
overlap or duplication in FNS’ nutrition programs. Separately, we have work in progress 
to determine if there is duplication and overlap in the rural business grant programs. 

• WIC Program Integrity . In March 2013, OIG’s audit of FNS’ controls over vendor 
management and participant eligibility in WIC found that the agency’s management 
evaluations did not identify and correct significant issues in the vendor management 
processes at two State agencies operating WIC. State agencies in Illinois and Florida 
lacked sufficient controls to track violations by 42 vendors, and ensure timely and 
appropriate sanctions. As a result, these vendors were not disqualified as required, and 
could redeem an estimated $6.6 million in WIC benefits during their required periods of 
disqualification. We recommended that FNS improve its controls over WIC, and the 
agency generally agreed. 

In FY 2012, our investigative work involving WIC yielded 16 indictments, 

10 convictions, and approximately $7.5 million in monetary results. OIG plans to focus 
future investigative resources on fraud in the WIC Program. As several States begin to 
transition from the traditional paper vouchers to EBT, OIG plans to work closely with 
FNS and those States to identify ways the new technology can assist in our investigations 
to ensure the integrity of the WIC Program. Additionally, as mentioned in our hearing 
testimony before this Subcommittee on March 21, 2013, OIG is concluding a major WIC 
investigation in the State of Georgia. 

Based on our investigative work, we included an audit in our FY 2013 plan to evaluate 
food costs for the WIC program. We recently initialed this review to determine why 
certain program cost disparities exist among States, including average food costs and 
costs per participant. 


USDA Suspension and Debarment Practices 

The Agriculture Appropriations Subcommittee continues to be interested in USDA’s 
suspension and debarment practices. OIG has reported on this topic in the past, most recently 
with the August 20 1 0 report titled Effectiveness and Enforcement of Debarment and Suspension 
Regulations in USDA (5060 1-00 14- At). OIG reports that USDA agencies are not suspending 
and debarring program participants when warranted. 

3. Mr. Aderholt: Please update the Subcommittee on OIG’s concerns and the actions of 
USDA’s agencies on this matter. Please provide any recommendations regarding this 
issue. 

Response: This supplements the response we provided to the bulleted item on Question 2 
pertaining to debarment and suspension. Our prior audit report made recommendations 
that USDA fully implement an effective suspension and debarment program. During the 
past year we reached management decision on the FNS and FSA recommendations. FNS 
agreed to provide suspension and debarment guidance to appropriate officials, initiate 
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proposed debarment actions against permanently disqualified SNAP and WIC retailers, and 
add these disqualified retailers to GSA’s System for Award Management. FSA provided 
specific statutory language or program rationale to support the exclusion of certain 
entitlement programs from suspension and debarment. In addition, FSA agreed to provide 
suspension and debarment training to all appropriate officials and developed directives 
providing guidance to FSA offices on suspension and debarment referrals. We have now 
reached management decisions on all of the report’s recommendations. We will begin 
monitoring the Department’s implementation of corrective actions in order to gauge when 
follow-up work should be performed. 


SNAP Fraud Detection 

Please update the information provided in the fiscal year 2012 hearing record regarding 
OIG evaluation of the Food and Nutrition Service’s monitoring of the controls states have in 
place to mitigate fraud in SNAP. FNS performed reviews to evaluate how states managed 
SNAP, but OIG identified deficiencies in how the agency and states were collecting and 
analyzing information to detect fraud. 

4. Mr, Aderholt: Please provide any additional information about these audits and your 
recommendations to combat fraud in SNAP. 

Response: We completed a series of audits of SNAP participant databases in 1 0 States 
(Alabama, Florida, Kansas. Louisiana, Massachusetts, Mississippi, Missouri, New Jersey, 
New York, and Texas) as part of our ongoing efforts to help minimize fraud, waste, and 
abuse within SNAP and to analyze FNS’ tools used to prevent and detect fraud, and to 
promote the integrity of reporting. States are required to perform checks of SNAP 
participant information against Federal and State databases to ensure SNAP benefits go 
only to those eligible and in need. The checks can identify if, for instance, participants 
were deceased or if people were using deceased individuals' Social Security numbers. 
Additional checks can also identify if, for example, participants are potentially receiving 
duplicate benefits in the same State or benefits from neighboring States. 

In the ten States we reviewed, we identified a total of 27,044 potentially ineligible 
recipients and $3.7 million in questioned monthly benefits: 


State 

Alabama 


Recipients/ 


Households 

Benefits 

Questioned 

per Month 

1.639 

$207,989 

2.689 

$380,225 


Florida 
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State 

Recipients/ 

Households 

Questioned 

Benefits 
per Month 

Kansas 

907 

$112,831 

Louisiana 

2,374 

$308,074 

Massachusetts 

908 

$117,767 

Mississippi 

1,009 

$123,643 

Missouri 

766 

$96,409 

New Jersey 

4,123 

$569,098 

New York 

8,533 

$1,268,260 

Texas 

4,096 

$523,551 

Total 

27,044 

$3,707,847 


These potential improper payments amount to less than 0.2 percent of the total SNAP benefits 
paid in FY 2012, We also note that the States have taken rapid action to review the cases and are 
taking appropriate followup action. 

In addition to recommending that FNS require the States to perform all necessary checks to 
ensure SNAP benefits are reaching only eligible recipients, we evaluated the tools FNS has at its 
disposal to prevent and detect SNAP fraud and also to evaluate the integrity of retailer and fraud 
reporting. While FNS and States have tools for ensuring applicant eligibility and detecting fraud, 
we found that States either do not make full use of them or cannot rely on the data provided by 
them to take actions related to benefits. This occurred because FNS does not require States to 
use all the tools available to them. We also found that FNS does not have tools to effectively 
estimate a total SNAP fraud rate over time. We recommended that FNS specify a set of tools 
that States are required to use for fraud detection and improve how it estimates fraud in the 
program. Generally, FNS concurred, issued prompt corrective guidance, and acted to respond to 
OIG’s recommendations. We have reached management decision on all of the 
recommendations. 

For your reference, the individual audits conducted are listed below. They are available on our 
Web site at http://www.usda.aov/oig/rptsauditsfns.htm 

Audit Report Title 

27002-0001-13 Analysis of Kansas’ Supplemental Nutrition Assistance Program 

Eligibility Data 
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Audit Report Title 

27002-0002-13 Analysis of Florida's Supplemental Nutrition Assistance Program 
Eligibility Data 


27002-0003-13 Analysis of Louisiana’s Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0004-13 Analysis of Alabama’s Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0005-1 3 Analysis of Mississippi’s Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0006- 1 3 Analysis of Texas’ Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0007-13 Analysis of Missouri’s Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0008-1 3 Analysis of Massachusetts’ Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0009-13 Analysis of New Jersey’s Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0010-13 Analysis of New' York’s Supplemental Nutrition Assistance Program 

Eligibility Data 

27002-0011-13 Analysis of FNS’ Supplemental Nutrition Assistance Program Fraud 
Prevention and Detection Efforts (our overall report) 


5. Mr. Aderholt: Please provide a table that shows how much of OIG’s budget is spent on 
monitoring SNAP to reflect fiscal years 2009 through 201 3 and estimated for fiscal year 
2014. 

Response: The following tables reflect the cost of direct audit and investigation staff time 
spent on SNAP oversight during fiscal years 2009 through 2012. The estimate for fiscal 
years 2013 and 2014 is a projection based on work being performed on SNAP. For fiscal 
years 2009-through the second quarter of 2013, these amounts include OIG oversight 
activities pursuant to the American Recovery and Reinvestment Act of 2009. 
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SNAP AUDITS 


Fiscal 

Year 

% of Direct Audit Time Spent 
on SNAP Audits 

Cost 

(in millions) 

FY 2009 
(actual) 

0.13% 

$0.05 

FY 2010 
(actual) 

5.89% 

$2.5 

FY 2011 
(actual) 

4.56% 

$1,9 

FY 2012 
(actual) 

8.82% 

$3,7 

FY 2013 
(estimated) 

9.10% 

$3.9 

FY2014 

(estimated) 

7,09%- 

$3.0 


SNAP INVESTIGATIONS 


Fiscal 

Year 

% of Direct Investigations 

Time Spent on SNAP 
Investigations 

Cost 

(in millions) 

FY 2009 
(actual) 

23.27% 

$10.2 

FY 2010 
(actual) 

36.26% 

$16.3 

FY 2011 
(actual) 

45.99% 

$20.7 

FY 2012 
(actual) 

52.35% 

$22.8 

FY 2013 
(estimated) 

53.00% 

$18.8 

FY 2014 
(estimated) 

54.00% 

$19.1 


6. Mr. Aderholt: Please provide a table showing the number of SNAP-related eases that were 
investigated, the number referred to the Department of Justice, and the number accepted by 
the Department of Justice, for fiscal years 2010 through 2012, 

Response: The information requested follows: 


" This percentage is an average of PYs 2010 through 2013. At this time, we have not developed our plan of work for 
FY 2014. We will finalize our audit plan during the summer of 20 13. This information will be included in the 
FY 2014 OIG Annual Plan which is published in October 2013. 
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USDA OIO SNAP Referrals FY 2010 through 2012 



Cases issu(xl 

Referred to 

DOJ 

Accepted by 
DOJ 

FY 2010 

81 

56 

16 

FY 2011 

184 

1 10 

73 

FY 2012 

201 

123 

88 

Total 

466 

289 

177 


7. Mr. Aderholt: Please provide a table showing the number of SNAP-related cases that were 
successfully prosecuted for fiscal years 2010 through 2012. 

Response: The information requested follows: 


U.S. Department of Agriculture - Office of Inspector General SNAP Investigations 
Successfully Prosecuted FYs 2010 through 2012 



Number of SNAP 
Cases Resulting 
in Convictions 

FY2010 

68 

FY2011 

82 

FY2012 

141 

Total 

291 


8. Mr. Aderholt: Please provide the Subcommittee with a description of your findings and 
recommendations in the review of state fraud detection units, FNS’s response and what 
action FNS currently is taking to address this issue. 

Respon.se: This response supplements the response we provided to Question 4. In January 
2012, OIG issued a report on State Fraud Detection Efforts (27703-0002-Hy). This audit 
assessed the effectiveness of State SNAP fraud detection efforts in two States. We found 
that FNS has a management control structure in place that does not sufficiently assess the 
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effectiveness of the States’ fraud detection efforts. We identified two issues relating to the 
States’ fraud detection efforts: 

• FNS did not require the States to use the management reports provided by their EBT 
processors; thus, neither State we visited was using these reports to identify potentially 
fraudulent activities by SNAP recipients for investigation or other follow up. In the 
course of our audit we identified over 2,600 questionable transactions using these 
reports, totaling over $ 1 8 1 ,700 for a 1 -month period. 

• FNS did not establish an effeetive review process to periodically assess the States’ 
fraud detection efforts. The States’ management evaluation (ME) reviews did not 
address the efficiency and functioning of the fraud detection units. Instead, FNS relied 
upon the information collected by the States and reported in FNS’ annual State Activity 
Report (SAR), which we found to be of questionable accuracy in some cases. For 
instance, we noted that New Jersey State agency officials could not substantiate some 
of the information they reported to FNS. Although the State agency reported to FNS 
the issuance of 14 waivers where clients signed disqualification consent agreements, 

4 county reports to the State showed that 125 of these waivers were issued. State 
officials could not explain this discrepancy. 

By addressing these concerns, FNS could put in place a more robust control environment 
for assessiing the States’ fraud detection efforts and for targeting recipients that are 
fraudulently using their SNAP benefits. FNS generally agreed with our findings and 
recommendations, but stated that the problems we found were not necessarily applicable 
nationwide. OIG notes, however, that past audits - such as our EBT audits in the States of 
New York in 2001 and in Colorado in 2008 - have noted similar issues regarding the 
effectiveness of States’ SNAP fraud detection. We believe that these problems are not 
isolated events. 


CHAIRMAN ADERHOLT (continued) 

The September 2012 SNAP fraud report states there are other areas of concern that may 
warrant further review, such as households participating in the program that have income and 
assets that exceed the limits established for the program. The report includes examples of one 
State where more than 61.000 households exceeded the income limits and another State had 
almost 7,000 households exceeding the asset limits. While SNAP policies allow households 
participating in other low-income programs to become automatically eligible for SNAP, it seems 
the method being used by some States goes beyond the original intent of Congress. 

9. Mr. Aderholt: How do you think this policy is affecting the program integrity of SNAP? 

Response; Our prior work has not evaluated the impact of FNS’ Broad Based Categorical 
Eligibility policy on the program integrity of SNAP. In our current work, we plan to look 
at all FNS policies that could adversely impact the error rate to include simplified 
reporting, categorical eligibility, and error thresholds. We will attempt to quantify the 
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impact of these policies on the error rate by reviewing a sample of the cases that both FNS 
and States reviewed as part of their QC process. 


1 0. Mr, Aderholt: Does OIG believe there is a disparity between how the program has been 
implemented and Congressional intent? 

Response: At this time, OIG does not have a basis for determining if there is a disparity 
between how the program has been implemented and Congressional intent. However, our 
September 2012 audit. Analysis of FNS’ Supplemental Nutrition Assistance Program 
Fraud Prevention and Detection Efforts (27002-00! 1-13), identified several areas of 
concern, including 68,000 households in 2 States whose income or assets exceeded 
program limits. Our current audit work is intended to analyze these issues more closely. 


Special Supplemental Nutrition Program for Women, Infants and Children (WIC) 

11. Mr. Aderholt: States are required by the Healthy, Hunger-Free Kids Act of 2010 to 
establish a system that allows for electronic disbursal of WIC benefits by 2020. Based 
upon your observations and experience with SNAP electronic benefit transfer (EBT), w'hat 
benefits, especially in regards to fraud reduction, can be achieved by transitioning WIC to 
EBT? 

Response; Our audits of SNAP EB'f have shown that with EBT systems, benefits are 
transacted electronically so FNS has access to information about every transaction. FNS’ 
Anti-Fraud Locator using EBT-Retailer Transactions (ALERT) system analyzes this data to 
detect patterns that indicate fraud, then assigns each store a score reflecting the likelihood 
that the store is engaging in fraud. FNS officials and staff we interviewed considered the 
ALERT system to be a highly valuable tool for identifying potential fraud. We are 
monitoring FNS’ efforts to fully implement WIC EB'f. According to FNS officials, as 
WIC transitions to EBT by 2020, the program is exploring options for using the EBT 
transaction data for anti-fraud activities. 

Transitioning WIC paper vouchers to EBT provides an opportunity for our investigative 
personnel to review large volumes of redemption data, captured from participating WIC 
vendors, in a short period of time. An examination of the data, coupled with historical 
information on the vendor, gives us the ability to make an informed decision on whether or 
not to open an investigation on a vendor, or allow FNS to pursue administrative action to 
address the fraud. By not having to manually sift through data and records OIG can more 
efficiently and effectively utilize its resources and reduce the cost to combat fraud, 

12. Mr, Aderholt: The Subcommittee is aware that some states are facing possible penalties 
because they have not been properly managing their WIC-approved vendors. Does OIG plan 
to review how States manage their WIC vendors? 
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Response: On March 29, 2013, OIG issued its report. Vendor Management in the Food 
and Nutrition Service’s Special Supplemental Nutrition Program for Women, Infants, and 
Children (WIC) (27601-0038-CH). We audited FNS' controls over vendor management 
and participant eligibility in WIC. Our objective was to evaluate the implementation of 
new regulations on vendor management, and to assess State agencies’ certification of 
participants as eligible. As part of this, we assessed State agencies' vendor compliance 
investigations and controls over program benefits. 

We found that FNS’ management evaluations (MEs) did not identify and correct significant 
issues in the vendor management processes at two State agencies operating WIC. These 
agencies lacked sufficient controls to track vendor violations for 42 vendors (2 in Illinois 
and 40 in Florida), and ensure timely and appropriate sanctions. As a result, these vendors 
were not disqualified as required, and could redeem an estimated $6.6 million in WIC 
benefits during their required periods of disqualification. Also, the Florida State agency 
did not conduct compliance investigations on 24 of its 35 high-risk vendors, and did not 
treat smaller vendors in an equitable manner with large chain stores. These deficiencies 
could allow vendor violations, including excessive charges and the sale of unauthorized 
food items, to go undetected. We also found that the Illinois State agency did not 
disqualify 3 of the 1 1 WIC vendors that were also disqualified from the Supplemental 
Nutrition Assistance Program (SNAP) during a 3-year period. If these vendors are not 
di.squalified, we estimate that they could redeem approximately $51,000 in WIC food 
instruments that they are not authorized to redeem during the length of time they should 
have been disqualified from WIC. 

We concluded that the Michigan State agency properly monitored vendors. We note that 
Michigan uses an electronic benefits transfer (EBT) system, while Illinois and Florida still 
use paper food instruments. Michigan's .system uses the same device to process SNAP and 
WIC food instruments and removes it when a vendor is disqualified from one program, 
thereby ensuring reciprocal disqualification. 

We recommended that FNS perform an assessment of its ME process, and periodically 
reassess and update its ME guidance. FNS should also require that the State agencies 
disqualify the violating vendors we identified, require that they strengthen their controls 
over vendors, and require the timely reciprocal disqualification of WIC vendors that have 
been disqualified from SNAP. We agreed to management decision with FNS on all of the 
report’s recommendations. 

Since we have just completed our audit on WIC vendor management, this is an issue we 
can consider in a future audit cycle. However, we recently began an audit of WIC food 
costs which could involve WIC vendors. Our objectives in that audit are to evaluate factors 
that impact the FNS’ WIC program’s costs, including average food costs and costs per 
participant. Additionally, we will seek to gain an understanding of FNS and State 
oversight activities in monitoring program costs. 
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Audit of Office of Advocacy and Outreach Audit 

OIG found gross mismanagement in the administration of the Office of Advocacy and 
Outreach's Socially Disadvantaged Farmers and Ranchers Program. The report mentions that 
OIG was made aware of the problems due to a hotline complaint. 

1 3. Mr. Aderholt: When did OIG receive the complaint? 

Response: The OIG Hotline received an allegation from a confidential source on 
October 13, 2011, alleging mismanagement in the Office of Advocacy and Outreach 
(OAO), specifically within the Disadvantaged Farmers and Ranchers Program. This 
information was initially forwarded to OIG’s Audit division for review. 

14. Mr. Aderholt: When did the Secretary ask for an investigation? 

Response: The Secretary requested the audit on April 18. 2012. 

15. Mr. Aderholt: Why did the Secretary have to ask for an investigation? 

Response: The Secretary does not have to ask for an investigation or an audit in order for 
OIG to initiate one. In this instance, the complainant contacted the Secretary and the 
Secretary subsequently requested that OIG audit the allegations. 

16. Mr. Aderholt: Did the allegations made on the hotline match OIG’s findings? 

Response: Yes. We found that OAO officials had disregarded regulatory requirements and 
guidelines cited in the Funding Opportunity Announcement when they selected applicants 
to receive FY 2012 grants through the Section 2501 Program. Thus, the applicants initially 
selected may not have been the most meritorious and deserving candidates. In addition, 
OAO officials had no documentation to support their decisions and could not explain why 
some applicants that appeared more deserving were not selected to receive grant 
funds. We also found that OAO officials were not monitoring how grant recipients used 
funds awarded in FYs 2010 and 2011. 


OIG’s report on the program .states that OIG “would normally recommend consideration of 
administrative action in these circumstances. However, the official is no longer involved” with 
the program. 

1 7. Mr. Aderholt: What administrative action would have been appropriate in this situation? 

Response: OIG does not typically recommend a specific action such as suspension or 
removal of an employee. OIG deems the specific action to be the responsibility of 
departmental management. When a recommendation to consider an administrative action 
is warranted, we would recommend that agency officials work with their human resources 
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personnel to determine the appropriate course of action. We would monitor this action 
through appropriate audit follow up. 


1 8. Mr, Aderholt: To whom do you make a recommendation like this? 

Response: OIG makes such a recommendation to the appropriate level of management 
with the authority to take action, 

19. Mr. Aderholt; Was only one official responsible for the problems in the program? 

Response: Yes. Only one official was identified as being responsible for the problems in 
the program. 

20. Mr. Aderholt: When was the official removed from the program? 

Response: The official was not removed from the program. OAO management informed 
us that the official was to be transferred to another USDA agency, and that in the 
meantime, the official would not be assigned responsibilities related to the Section 2501 
Program. 


Farmer Discrimination Complaints 

Last year, USDA and the Department of Justice (DOJ) announced the procedures for 
female, Hispanic, Native American, and African American fanners who say they faced 
discrimination in receiving farm loans from USDA to claim a portion of their respective 
settlement agreements. 

2 1 . Mr. Aderholt: Please update the Subcommittee on OIG’s audit of the processes used and 
determinations made by the claims administrator and adjudicators. 

Response: In accordance with the Claims Resolution Act of 2010 (Public Law 1 11-291), 
OIG initiated and continues to perform an audit of the Black Farmers Discrimination 
Litigation (commonly referred to as Pigford II). The Claims Resolution Act was signed 
into law on December 8, 2010, to fund the monetary amount agreed to in the Settlement 
Agreement. OIG continues to monitor the processes used by the Claims Administrator and 
the Neutral (adjudicator) to reach approval/denial determinations on claims submitted 
under the Settlement Agreement, The initial filing deadline of May 1 1, 2012, was 
extended to September 30, 2012, for a limited groups of claimants. The Claims 
Administrator also continues to resolve incomplete claims from certain claimants. 
Consequently, the Neutral has not adjudicated the claims. The Claims Administrator and 
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the Neutral continue to execute quality control measures over the approximately 40,000 
claim forms submitted by applicants. 

OIG has not initiated an audit of the processes related to the Native American and Hispanic 
and Women Farmer and Rancher settlement agreements. 

22. Mr. Aderholt: What is the status of the audit? 

Response: OIG audited the Claim Administrator’s process for determining the eligibility 
of claims, and the Neutral’s process for adjudicating claims. The audit included an 
examination of both parties’ quality control measures. OIG released a draft version of the 
audit to USDA and the U.S. Department of Justice on May 1,2013. 

23. Mr. Aderholt: Has OIG made any recommendations? If so, please describe them for the 
record. 

Response: The recommendations are currently in draft. However, we would be pleased to 
brief you about our findings upon request. We will also provide the Subcommittee with 
our final report upon completion. 


USDA Information Technology (IT) Security 

In testimony and reports, OIG has identified and made recommendations on longstanding 
weaknesses in USDA’s information technology security. For example, a recent audit found that 
while the Office of the Chief Information Officer (OCIO) received an additional $66 million in 
fiscal years 2010 and 201 1, the OCIO did not effectively plan, prioritize, or manage these 
resources. In addition, there are more than 25 OIG recommendations upon which management 
decisions have not been reached with OCIO. 

24. Mr. Aderholt: Please describe OIG’s recent, current and future plans regarding USDA’s IT 
concerns. 

Response: We have recently issued four reports dealing with IT security. Descriptions 
summarizing the audits are as follows: 

• Audit Report 88501-0001-12, Review of Selected Controls of the eAuthentication 

System . USDA uses eAuthentication (eAuth) to electronically authenticate access to its 
systems so that employees can access those systems securely. While eAuth generally 
operates effectively, efficiently, and in accordance with guidance, we did find that USDA 
could improve the eAuth system’s internal controls to make critical USDA program and 
financial information less vulnerable to compromise. Federal agencies are required to 
use the National Institute of Standards and Technology’s (NIST) recommended controls 
to reduce risks to Federal systems, but we found that OCIO did not implement some of 
NIST’s requirements. Although OCIO managers and staff were aware of these 
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requirements, they did not incorporate the new requirements as they maintained the 
eAuth system. Without incorporating the applicable NIST control measures, the eAuth 
system could be at greater risk of security breaches or service outages that negatively 
impact access to over 400 USDA systems. Since OCIO is currently modernizing the 
eAuth system, the agency should address all NIST requirements as part of the system’s 
upgrade. OCIO agreed with our recommendations. 

• Audit Report 50501-0001-12, Office of the Chief Information Officer: USDA’s 
Configuration, Management, and Security over Domain Name System Servers . OCIO 
coordinates information technology within the Department. Like other organizations, 
USDA and its agencies rely on Domain Name System (DNS) servers to route Internet 
traffic through the telecommunications network. DNS is a data communication 
mechanism that translates numerical addresses into easy-to-understand Website names, 
but it is susceptible to various security vulnerabilities. We evaluated the Department’s 
management and security controls over DNS and determined that USDA’s security over 
DNS did not meet all required standards. OCIO generally agreed with our 
recommendations and is taking action to correct the issues. 

• Audit Report 50501-0003-12, FY 2012 Federal Information Security Management Act 
Report . Although USDA has made improvements in its IT security over the last decade, 
many longstanding weaknesses remain. In FYs 2009, 2010, and 2011, OIG made 

43 recommendations for improving the overall security of USDA’s systems, but only 
14 of those recommendations have been closed. OIG reported many of these remaining 
recommendations since 2001 when we first detailed a material weakness in the design 
and effectiveness of USDA’s overall IT security program. In order to mitigate the 
continuing material weakness, we recommended that USDA and its agencies work 
together to define and accomplish a manageable number of critical objecti ves before 
proceeding to the next set of priorities. Again this year, we continued to report a material 
weakness in USDA’s IT security and make associated recommendations. The 
Department has not fully established a continuous program for monitoring IT security or 
contractor systems; ensured that agencies securely configure their computers; mandated 
user multi-factor authentication; consistently reported security incidents; implemented a 
risk-based framework for handling security issues; adequately remediated weaknesses; 
implemented adequate contingency policies and procedures; and adequately planned for 
security costs. OCIO concurred with all six recommendations contained in this report. 

• Audit Report 88401-0001-12, Office of the Chief Information Officer: FYs 2010 and 
2011 Funding Received for Security Enhancements . To enhance the security of USDA’s 
IT posture. Congress increased OCIO’s baseline appropriations by a total of $66 million 
for FYs 2010 and 2011. Through assessment of OCIO’s use of funds for 16 projects, we 
found that, although OCIO has made progress in addressing USDA’s security concerns, 
OCIO’s efforts should have been strategically planned, prioritized, and managed in order 
to be more effective. Several of OCIO’s projects did not meet the purposes outlined in 
the Congressional request for funding or address the Department’s most critical IT 
security concerns. Some projects were not completely implemented, while others were 
not sufficiently coordinated, including projects with duplicate objectives. To address 
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these challenges, OIG recommended that OCIO document how it prioritizes projects 
Departmentwide, develop detailed internal control procedures for project management, 
and strengthen communication and coordination among OCIO management, project 
managers, account managers, and contractors. OCIO concurred with the report’s 
recommendations. 

Additionally, we have two audits underway; 

• Management and Security Over USDA ’s Universal Telecommunications Network (UTN) 
(SS501-0002-12). This audit is assessing whether the Department's UTO is configured, 
managed, and ultimately secured in accordance with Departmental, Office of 
Management and Budget (OMB), and NIST guidance. 

• Security RevieM' of National Agricultural Statistics Service Lockup Procedures 
(26501-0001-12). This audit is looking at the National Agricultural Statistics Service 
(NASS) lockup process and procedures to determine if physical, electronic, and other 
protection measures are properly implemented to assure .sensitive market data are secured 
and released according to established criteria. 

We have also initiated our annual FISMA review (5050 1-0004- 12). This audit will assess 
USDA’s IT security posture based on questions prepared by the U.S. Department of 
Homeland Security’s National Cyber Security Division and OMB. 


25, Mr. Aderholt; Where should USDA’s OCIO focus its efforts? 

Response: In the FY 2012 FISMA report (50501-0003-12) we reiterated to OCIO a 
recommendation that we also made in the OCIO FY 2010 and 201 1 Funding Report 
(88401-0001-12); namely, that OCIO should focus its efforts on a manageable number of 
high priority projects at one time in order to complete those projects before moving on to 
the next set of projects. We have found that OCIO has a history of attempting too many 
projects at one time, resulting in projects that fall behind schedule and thus experience 
delayed implementation. 

26. Mr. Aderholt: What management changes need to be made across the Department to ensure 
security? 

Response: We recommend that the Department place a higher priority on the resolution of 
outstanding audit recommendations and complete high priority projects before additional 
projects are started. 

In 2009, President Obama made the following statement, “Cyber threat is one of the most 
serious economic and national security challenges we face as a nation” and that “America's 
economic prosperity in the 21 st century will depend on cybersecurity.” In OIG most recent audit 
report, it stated, “In fiscal years (FY) 2009, 2010, and 2011, OIG made 43 recommendations for 
improving the overall security of USDA’s systems, but only 14 of these have been closed. OIG 
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has reported many of these remaining recommendations since 2001, when we first detailed a 

material weakness in the design and effectiveness of USDA’s overall IT security program.” 

Based on these findings it seems that USDA’s OCIO is not treating the threat as urgent. 

27. Mr. Aderholt: How serious a risk is this situation to the millions of individuals who interact 
with USDA and to the Nation's economic security? 

Response: The inability of USDA to efficiently implement our IT security audit 
recommendations increases the risk that a cyber-threat could be successful against USDA 
and its agencies. The seriousness of a risk would depend on the system, application, or 
database targeted. Given that USDA administers a variety of systems and applications 
supporting programs that contain information of private citizens, it is plausible that 
individual data, as well as USDA program information, are at risk from a cyber-threat. 

28. Mr. Aderholt: Have you seen any improvement to USDA's IT Security or sense an urgency 
to address these issues? 

Response: Yes. The Department has made improvements in detecting cyber-threats 
through the installation of IT Security tools - doing so has helped the Department detect 
and thwart incidents that may have otherwise gone unnoticed. Within 2 years, the 
Department went from a desire to increase its knowledge of security events occurring 
within its network to having the ability to detect and prevent incidents from occurring in 
real time. In this instance, the Department took measures to urgently respond to cyber 
threats. However, OCIO has acted le,ss urgently to address longstanding audit 
recommendations that remain unresolved, the resolution of which should mitigate risks that 
USDA faces from cyber threats. 

29. Mr. Aderholt: What does OCIO need to do to remove the finding of material weakness in 
USDA’s IT security? 

Response: OCIO needs to focus its efforts on a manageable number of the highest priority 
projects and complete them before moving on to the next set of projects. To resolve 
USDA’s security deficiencies causing its material weakness, the Department needs to 
complete the projects which resolve the deficiencies. To mitigate USDA’s security 
deficiencies causing its material weakness, the Department needs to develop a prioritized 
plan, w'hich includes details and timeframes, for resolving each of its open 
recommendations. 


In 2012, Secretary Vilsack launched the “Blueprint for Stronger Service”, an initiative aimed 
at cutting costs and increasing efficiencies. He specifically mentioned USDA’s effort to 
implement modem cloud computing as a means to cut costs. However, OIG’s November 2012 
report states, “Based upon testing of USDA's cloud provider’s traffic, discussions with USDA IT 
personnel, and our review of the cloud provider Service Agreement and Incident Plan, we also 
determined that the Department is not capable of managing risks in a virtual/cloud environment.” 
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30. Mr. Aderholt: What are some of the general risks to USDA IT Security with the current 
cloud computing arrangement? 

Response: The Department signed the cloud providers standa:rd Service Level Agreeme.nt 
without including modifications on behalf of the Department, Due to this, USDA does not 
have access ability to monitor e-mail traffic as it had previously done. .Also. USDA is not 
made aware of potential incidents affecting the Department or how the cloud provider is 
handling these incidents. 

3 1 . Mr. Aderholt: Based upon this statement and others in the report, should USDA move 
forward with additional plans to expand cloud computing? 

Response: USD.A entered into the cloud agreement prior to any .standardization or Federal 
guidance in terms of cloud services. Since then, GSA has developed and implemented the 
Federal Risk and Authorization Management Program (FedRAMP), which requires Federal 
agencies to use authorized cloud service providers that meet certain security criteria, details 
of which are included in the service agreement. Only with clo.se oversight of its cloud 
service providers, combined with the proper use of FedRAMP, should U SDA consider 
expanding future cloud computing services. 

32. Mr. Aderholt; What minimum changes should be made to the current process to ensure 
that the more than 1 00,000 USD-A e-mail accounts are secured? 

Response: The USDA cloud sendee provider's Sendee Level Agreement needs to be 
modified so that USDA network traffic can be monitored by the Department. USDA did 
not incorporate critical specifications regarding the respective roles and responsibilities of 
USDA and the cloud provider regarding incident response and reporting. As a result, 

USDA does not know about potential incidents affecting the Department or how the cloud 
provider is handling these incidents. Additionally, USDA is not notified of all incidents and 
therefore cannot monitor their resolution. 


OIG Audits, Investigations and General Information Requests 

33. Mr. Aderholt: Please update the table from the fiscal year 2013 questions for the record 
(QFR) showing the financial statement audits OIG contracts for and those conducted in- 
house. as well as the cost of each audit for fiscal years 2009 through 2013. 

Response: See table below. 



AotBSl ' 

I 1 

Federal Crop 

Insurance 

Corporation Contract $395,450 

$394,440 

I 

$416,23.1 ! $3-42,501 $316,3% 
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Commodity 

Credit 

Corporation 

Contract 

$1,792,026 

$1,743,048 

$1,872,158 

$1,910,229 

$1,975,216 

Forest Ser\'ice 

Contract 

$4,693,609 

$3,841,684 

$3,085,377 

$2,562,566 

$2,800,452 

Food Nutrition 
Service 

In-House 

$1,464,347 

$1,000,722 

$1,097,324 

$1,129,030 

$i, 020, 000 

Rural 

Development 

In-House 

$1,816,359 

$2,148,758 

$2,368,598 

$1,723,854 

$1,729,538 

Natural 

Resources 

Conservation 

Service 

Contract 

$2,067,191 

$1,893,442 

$2,291,408 

$1,675,767 

$1,504,959 

IIS.DA 

Consolidated 

In-House 

$2,155,387 

$1,962,294 

$2,089,368 

$2,184,386 

$1,804,850 


34, Mr. Aderholt; Piease update the table from the fiscal year 2013 QFRs showing the amount 
of funds expended for public accountants hired under contract for fiscal years 2009 through 
2013. 


Response; See table below. 


1 


■ w? 



wC - - 


Federal Crop 

Insurance 

Corporation 

Contract 

$359,648 

,$370,138 

$380,942 

$297,162 

$261,016 

Commodity 

Credit 

Corporation 

Contract 

$1,746,126 

$1,701,148 

$1,82-3,830 

$1,855,111 

$1,975,216 

Forest Service 

Contract 

$4,637,611 

$3,803,974 

$3,036,186 

$2,535,007 

$2,731,227 

Rui'al 

Development* 

In-House 

$909,762 

$864,461 

$890,400 

$253,079 

$254,583 

Natural 

Resources 

Conservation 

Service** 

Contract 

$2,018,537 

$1,868,302 

$2,248,258 

$1,607,314 

$1,440,349 


* Credit Reform .section of audit is contracted 
** New contracts will be issued in 2013 
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35. Mr. Aderholt: What was OIG’s cost of performing audits of Commodity Credit 
Corporation (CCC) financial statements in fiscal year 2012? What was the reimbursement 
from CCC? 

Response: CCC’s financial statements audit is contracted out. However, OIG monitors the 
audit in accordance with GAO/PCIE Financial Audit Manual Section 650 to ensure that the 
audit is performed by an audit firm that is independent, objective, and possesses the 
required qualifications. This monitoring also ensures that the audit is performed in 
accordance with generally accepted auditing standards in the United States. OIG’s cost of 
performing the monitoring for FY 2012 was $55, 11 8. OIG did not receive reimbursement 
from CCC for this service. CCC paid the contractor cost of $1,855,1 11 for FY 2012. 

36. Mr. Aderholt: Please provide a list of all USDA financial statements OIG audits along with 
the opinions you provided on those financial statements. Include a brief description of each 
audit opinion and the reasons these opinions were rendered. 

Response: There are seven financial statement audits performed on USDA agencies. The 
USDA Consolidated, Rural Development (RD), Commodity Credit Corporation (CCC), 
Forest Service (FS), Food and Nutrition Service (FNS), and Risk Management Agency 
(RMA)/Federal Crop Insurance Corporation (FCIC) Financial Statement audit reports 
disclosed that the financial statements were presented fairly and conformed to generally 
accepted accounting principles resulting in unqualified opinions for FY 2012 and FY 
2011, The Natural Resources Conservation Service's (NRCS) last five Financial Statement 
audits (FYs 2008, 2009, 2010, 201 1, and 2012) resulted in a disclaimer of opinion; 
however, the errors were determined not to be material to the USDA consolidated financial 
statements, taken as a whole. 

The NRCS disclaimer of opinion was the result of NRCS management’s inability to 
provide sufficient evidentiary matter in support of transactions and account balances, as 
presented in the NRCS consolidated financial statements as of and for the year ended 
September 30, 2012. In addition, the independent public accountant, Kearney & Company, 
identified seven deficiencies. Specifically, Kearney identified weaknesses in NRCS’ 
general accounting operations; financial reporting; property, plant and equipment; accrued 
expenses; reimbursable agreements; information technology; and undelivered orders and 
new obligations. The first five deficiencies are considered to be material weaknesses and 
the la.st two to be significant deficiencies, 

37. Mr. Aderholt: Please update the status report included in the fiscal year 2012 QFRs on all 
current findings of material weakness since 2008, Specifically, please list the finding, OIG’s 
recommendation and the current status. 


Response: See table below. 
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i FY 2008 Consolidated Financial Statements Audit, Assignment No. 5040 1 -65-FM 

Finding 1: Improvements are needed in overall financial management. 
Recommendation: Provide additional oversi^tto ensure that genera! ledgers refiect 
valid obligations and that agencies perfonn the require reviews timely and 

effectively. 

Yes 

Finding 2: Improvements are needed in Information Technolo^'. Security and 
Controls. 

Recommendation: The Dep<irtment and its agencies are in the process of addressing 
the weaknesses; therefore, no recommendations were made in the report. 

N/A 

! FY 2009 Consolidated Financial Statements Audit, Assignment No. 50401-67-FM 

Finding 1: Improvements are needed in overall financial management. 
Recommendation: Provide additional oversight to ensure agencies (1) properly 
monitor and review obligation balances, (2) provide valid certifications based on 
complete and accurate reviews as required by Departmental Regulation 2230-001, 
and (3) understand the importance of responding to requests for bills or additional 
information in a timely manner. 

Yes 

Finding 2: Improvements are needed in Information Technology, Security and 
Controls. 

Recommendation: (1 ) Create a plan of action and milestones to correct deficiencies 
in both System Security Plans and Contingency and Disaster Recovery Plans, (2) 
revise Cyber Security- Assessment and Management and/or system documentation to 
reflect consistent and accurate information, and (3) institute policy and procedures to 
ensure revie w and signature of ail parlies bound by Interconnection Security 
Agreements. 

Yes 

FY 2010 Consolidated Financial Statements Audit, Assignment No. 5040l-70'FM ! 

Finding 1 : Improvements are needed in overall financial management. 
Recommendation: Provide additional oversight to ensure that agencies are properly 
reviewing, researching, and timely implementing action to correct abnormal 
balances. 

Yes 

Finding 2: Improvements are needed in Information Technology. Security and 
Controls. 

Recommendation: Because of actions planned by the Department and 
recommendations made in other audits, no recommendation was made. 

N/A 

FY 201 1 Consolidated Financial Statements Audit, Assignment No. 50401-01-1 1 1 

Finding ! : Improvements are needed in overall financial management. 
Recommendation: ( 1 ) Provide additional oversiglit of the accounting functions a! 

F AS to ensure that the objectives of the interna! control over financial reporting are 
maintained, (2) provide additional oversight and training to ensure agencies are 
following Departmental policy in identifying and reconciling intradepartmental 
transactions. 

Yes 

Finding 2; Improvements are needed in Information Technology Security and 
Controls. 

Recommendation: Because of recommendations made in our annual FISMA audits, 
we are making no further recommendations. 

N/A 

FY 2012 Consolidated Financial Statements Audit. Assignment No. 50401-03-1 i 1 

Finding 1: Improvements are needed in overall financial management. 
Recommendation: Because of recommendations already made to CCC and NRCS in 

N/A 
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other reports, we are making no furilier recommendations in tfiis report. 


Finding 2; Improvements are needed in information Technolo©/ Security and 
Controls. 

Recommendation: Because of recommendations made in our annua! FISMA audits, 
we are making no fiuther recommendations. 

N/A 

FY 2008 CCC Financial Statements AudiC Assignment No. 06401-23-FM 

Finding 1 : Improvements needed in Financial System Functionalitv- and Fund 

Control. 

Recommendation: CCC is addressing the weakness; therefore, no recommendations 
were made sn the report. 

N/A 

Finding 2: improvements needed in managemenfs review procedures over its cash 

flow models. 

Recommendation: The Office of Budget and Finance (OBF) should perform a more 
thorough and in-depth review of the models prior to submitting them for auditor 
review. In addition, OBF should begin making any necessary revisions to the mode! 
earlier in the fiscal year. 

Yes 

Finding 3: Improvements needed in management's dialysis of obligations and 
liabilities for the Direct and Countercyclical Payment Programs. 

Recommendation; The formalized policies and procedures specific to the 
Countercyclical Payment and Direct Payment program specifically describe: (i) a 
process to perform a reasonableness analysis on the prior program year accruals and 
obligations carried forward to the current period; (ii) actions that should be taken 
ba.sed on this analysis; and (iii) procedures that should be followed to update the 
recorded amounts based on infonnation that comes to management's attention 
subsequent to fiscal year end that is relevant to current year recorded amounts. 

Yes 

PY 2009 CCC Financial Statements Audit, Assignment No. 0640I-24-FM i 

Finding !: Improvements are needed in financial management system's functionality. 
Recommendation: Because of actions planned by the Department and 
recommendations made in other audits, no recommendation was made. 

N/A 

FY 2010 CCC Financial Statements Audit, Assignment No. 06401-25-FM 1 

Finding 1 : Improvements are needed in financial management system’s functionality. 
Recommendation: Because of actions planned by the Department and 
recommendations made in other audits, no recommendation was made. 

N/A 

FY 201 1 CCC Financial Statements Audit, Assignment No. 06401-01-1 i 

Finding 1: Improvements are needed in financial management system's functionality. | 

Recommendation: Because of actions planned by the Department and 1 

recommendations made in other audits, no recommendation was made. 1 N/A 

FY 2012 CCC Financial Statements Audit, Assignment No. 06401-02-1 1 

Finding 1 : Improvements are needed in funds control. 

Recommendation: Because of actions planned by the Department and 
recommendations made in other audits, no recommendation was made. 

N/A 


FY 2009 Rural Development Financial Statements Audit, A\ssignment No. 85401- 17-FIVl 

r irding 1 lmpro\ ements needed in controls over cash flow assumptions. 
Recommendation: Design and implement controls over the development, validation, 
and appio\al of assumption curves used in the cash flow models. 

Yes 

. . . 
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FY 2008 NRCS Fittanciai Statements Audit Assignment No. 10401--02-FM 

Finding t ; Improved accounting and controls needed over undelivered orders. 
Recommendation: Ensure undelivered ordei^ balances are valid at period end. 

Yes 

Finding 2: Improved accounting and controls needed for unfilled customer orders. 
Recommendation; Ensure unfilled customer orders are complete and valid at period 
end. 

Yes 

Finding 3; Improved accounting and controls needed for accmed expenses. 
Recommendation; Develop and pmvide guidance and training regarding policy and 
procedures over preparing, reviewing, and recording aixruals. 

Yes 

Finding 4: improved accounting and controls needed for property, plant and 

equipment. 

Recommendation: Ensure capital lea.ses are identified and accounted for as required. 

Yes 

Finding 5; Improved controls are needed over financial reporting. 

Recommendation; Ensure employees preparing the financial statements have the 
appropriate training and that financial statements are reviewed and approved by 
management to ensure compliance with generally accepted accounting principles. 

Yes 

FY 2009 NRCS Financial Statements Audit, Assignment No. 10401-03-FM 

Finding 1 : Improved accounting and controls needed over undelivered orders. 
Recommendation: Continue to train budget and program personnel to review open 
obligation balances and monitor compliance. 

Yes 

Finding 2 : Improved accounting and controls needed over the revenue and unfilled 
customer order process. 

Recommendation: Develop and implement policies and procedures for reimbursable 
agreements, accounts receivable, and unfilled customer orders. 

Yes 

Finding 3: Improved accounting and controls needed over accrued expenses. 
Recommendation: Provide additional training to field personnel regarding the policy 
and procedures for recording accruals. 

Yes 

Finding 4: improved controls needed over financial reporting. 

Recommendation; Obtain and use the United States Government Standard General 
Ledger posting models for conservation easements, travel advances to others, 
cumulative results of operations for non-appropriated funds, recoveries of prior year 
obligations, and accounts receivable with the public. 

Yes 

Finding 5: Improved accounting and controls needed for property, plant, and 
equipment. 

Recommendation; Establish a policy that outlines the proper procedures for 
identifying and tracking the appropriate costs related to the development of new 
applications through the various stages of the development process. 

Yes 

FY 2010 NRCS Financial Statements Audit. Assignment No. 10401-03-FM | 

Finding 1 : Improved accounting and controls needed over undelivered orders. 
Recommendation: Review the current policies are compliant with Title 3 1 U.S. Code 
and G AO'S Redbook. The Principles of Federal Appropriations Law. 

Yes 

Finding 2: Improved accounting and controls needed over the revenue and unfilled 
customer order process. 

Recommendation: Develop a systematic methodology tor calculating the allowance 
for imcollectibie accounts which considers historical data, estimates losses on an 
individual and aggregate account basis, and considers other risk factors that may 
have an impact on NRCS' abilitv' to collect amounts due. 

Yes 
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Finding 3; Improved accounting and controls needed over accrued expenses. 
Recommendation: Perfomi quality assurmtce procedures to determine if accrued 
expenses are complete, accurate, and exist at qumter and year end. 

Yes 

Finding 4: Improved controls needed over financial reporting. 

Recommendation: fistabiish a more robust internal control identification and 
evaluation process to identify ail significant control deficiencies. 

Yes 

Finding 5: improved accounting and controls needed for property^ plant, and 

equipment. 

Recommendation: Reinforce segregation of duties responsibilities for inventory 
taking, reminding Accountable Property Officers that the inventoiy taker should not 
also have the authoritv to purchase Property. Plant and Equipment (PP&E). 

Yes 

Finding 6: Improved general and application access controls needed. 
Recommendation: Establish a process to actively review and document its review of 
application, active directory, and VPN access to determine whether it is appropriate 
based on the employee’s role. 

Yes 

Finding 7: Improved controls needed over purchase and fleet card transactions. 
Recommendation: NRCS management immediately reviews all cardholders to 
determine whether they are current NRCS employees and should have access to a 
purchase card. 

Yes 

FY 20 1 1 N RC$ Financial Statements Audit, Assignment No. 1 040 1 -0 1 - 11 i 

Finding 1 : Improved accounting and controls needed over undelivered orders. 
Recommendation: (1) provide additional training to field personnel related to the 
identification and recording of advances and disbursements, (2) provide guidance 
and policy to field personnel relating to the monitoring and validation of the 
obligation’s period of performance prior to payment. 

Yes 

Finding 2: Improved accounting and controls needed over accrued expenses. 
Recommendation: (1) perform quality assurance procedures to detennine if accrued 
expenses are complete, accurate, and exist at quarter and year end, (2) reduce the 
number of standard voucher and year end accruals required by configuring systems 
to record accruals when goods/service-s are receipted in the application, where there 
is a cost benefit; (3) enhance monitoring intenial controls over obligations and 
payment approvals to determine whether appropriate documentation is provided to 
support the obligation and disbursement; (4) utilize transaction codes in FFIS to 
record accmals that do not reverse for direct entiy obligations; and (5) provide 
guidance on the Prompt Payment Act related to the entry of acceptance dates and 
determine if additional interest is due to vendors or whether the vendor was overpaid 
as a result of anv errors. 

Yes 

Finding 3: Improved controls are needed over financial reporting. 

Recommendation: Enforce NRCS’ Circular 21 to ensure condition assessment 
policies and procedures are compliant with SFFAS No. 29 

Yes 

Finding 4: Improved accounting and controls needed for property, plant and 
equipment. 

Recommendation: Develop in coordination with the Department Chief Information 
Officer a reconciliation process for State offices to utilize to reconcile between the 
International Technology Services (ITS) propertv report and State inventoiw reports. 

Yes 

Finding 5: Improved general and application access controls are needed. 
Recommendation; Establish controls to monitor the control environment at ITS and 

Yes 





338 




^ mitigate the identified weaknesses. 


FY 2012 NRCS Financial Statements Audit, Assignment No. i0401-02-'n 

Finding I ; Improved controls are needed over general accounting operations. 
Recommendation: ( 1 ) Focus on strengthening the internal control environment and 
ensuring that system components are hilly operational; (2) identify the underlying 
impediments causing errors in the Accounts Receivable billing module, proper 
liquidation of advances, and posting of depreciatioa^amoiti^tion; (3) continue to 
iniplement procedures over the Fund Balance with Treasury (FBWT) process, to 
include procedures for ensuring that unprocessed items are cleared from the 
suspense account in a timely manner; and (4) complete a thorough review of the 
FBWT suspense account to identify older reconciling items, and take the appropriate 
actions to clear these items. 

Yes 

Finding 2: Improved controls are needed over finmtcial reporting. 

Recommendation: ( 1 ) Continue to implement a comprehensive financial 
management system strategy to ensure compliance with Federal financial 
management systems requirements; (2) enforce accounting entries that are consistent 
with those prescribed by the United States General Ledger: (3) develop policies to 
ensure ail relevant Federal accounting standards are followed; (4) improve the 
communication and implementation of policies and procedures regarding the 
preparation of financial statements: Management's Discussion and Analysis, 
footnote disclosures, and Required Supplementary Information; (5) ensure all 
qualitative information reported in footnote disclt^ures, including supplernentar}/ 
information, is accurate and current; and (6) continue to develop remediation plans 
to address FMFIA and FFMIA noncompliance. 

Yes 

Finding 3: Improved controls are needed over property, plant and equipment. 
Recommendation: (1) Complete the PP&E remediation efforts as soon as possible to 
ensure that real property and personal property information is provided in a timely 
manner. Remediation efforts should include completion of real property and 
personal property physical inventories, and review of budget object codes currently 
assigned to personal property; and (2) finalize efforts to implement the 
“Methodology for Condition Assessment Surv-eys arid Detennining Deferred 
Maintenance” to track deferred maintenance, and suggest that NRCS continue to 
develop and implement effective steps and related policies and procedures to track 
improvements to leased and owned assets. 

Yes 

Finding 4: Improved controls are needed over accrued expenses. 

Recommendation: ( 1 ) Finalize and implement steps to regularly review the accounts 
payable accrual methodology, and grants and agreements accrual methodology 
against actual results to validate their predictive reliability; (2) develop a process for 
accruals and disbursements, including Intragovernmental Payment and Collection 
transactions, to properly documents that the related accrual or disburaemeitt is 
appropriate: and (3) research and remediate current debit vendor balances. 

Yes 

Finding 5: Improved controls are needed over reimbursable agreements. 
Recommendation: (1 ) Continue to implement sustainable internal controls to verify 
the completeness and accuracy of Unfilled Customers OMers (UCO’s) for future 
years; f2) continue to conduct analysis of current UCO balances to determine if they 
are complete;. (3) continue to review open UCO balances for validity and accuracy; 

(4) continue to provide comprehensive training, instruction, and support to personnel 

Yes 
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responsible for recording and monitoring Reimbursable Agreements (RA); (5) 
continuously monitor the effectiveness of RA controls; and (6) confirm the accurate 
con version of UCO bala nces for beginning balances FY 2013. 


NOTE: N/A - Not applicable. The finding did not contain a recommendation for agency action. 


38. .Mr. Aderholt: Please update the table from the fiscal year 2012 QFRs showing the amount 
spent for confidential operational activities for fiscal years 2009 through 2013. 

Response: The information requested follows: 


Fiscal Year 

Available 

Spent 

2009 

$125,000 

$ 77,654 

2010 

$125,000 

$ 88,451 

201! 

$125,000 

$ 92,835 

2012 

$125,000 

$ 96,979 


Confidential funds are utilized to assist USDA OIG in undercover investigations. These 
funds represent payments made to individuals or infomiants who provide infonnation that 
assists the agency in cartying out its duties. The funds are used to assist in obtaining 
evidence necessary in the prosecution of criminal inve.stigations. 

39. Mr. Aderholt; Please provide a summary of complaints from the OIG Hotline for fiscal year 

2012 . 

Response: The infonnation reque.sted follows: 


HOTLINE COMPLAINT SUMMARY FY 20 1 2 
During FY 20 1 2, USDA received 3592 complaints over the Hotline: 


From the public 3525 

From USDA employees 1 70 

From duplicate sources -103* 

TOTAL 3592 

How the Hotline was contacted: 

Telephone 1499 

Mail 274 

Walk-in 3 
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E-Mail 1742 

Fax 74 

Type of Allegation: 

Program participation fraud 2395 

Employee misconduct 284 

Waste/mismanagement 553 

Health/safety 73 

Opinion/information 282 

Bribery 2 

Reprisal 3 

Disposition of the contacts: 

USDA agencies for response 1 05 1 

Food stamp recipient fraud complaints 

tracked by FNS 1545 

USDA agencies for information 586 

OIG Audit/Investigations 273 

Other law enforcement agencies 9 

Insufficient information 1 06 

Complainant referred to State agency 22 

During FY 2012, 1 189 Hotline complaint files were closed: 
Substantiated 146 

Unsubstantiated 740 

Partially substantiated 2 1 1 

Referred to other law enforeement 

agencies 46 

Other (declined) 46 


*103 Hotline contacts were from duplicate sources and did not require 
processing as a separate file. 

40. Mr. Aderholt: Please provide a table showing the number of audit reports, investigative 
reports, indictments, convictions, and lawsuits filed for fiscal year 2012. 

Response: The information requested follows: 


Full FY 2012 Results in Key Categories — October 1, 201 1 -September 30, 2012 


Audit Reports Issued 

76 

Investigative Reports Issued 

331 

Impact of Investigations* 


Indictments 

793 

Convictions 

538 

Arrests 

684 
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Lawsuits I 5 

*The period of time to obtain court action on an indictment varies widely; therefore the 538 convictions do not 
necessarily correlate directly to the 793 indictments. 


41 . Mr. Aderholt: How were the indictments resolved, and what percent led to convictions? 
Please report for the latest data available. 

Response; It should be noted that indictments may be obtained in one fiscal year, while the 
resulting convictions may not be obtained until months later, if not longer, due to the 
prosecutorial and judicial processes. Therefore, it is not possible to provide representative 
data on the final resolution of the indictments obtained in FY 2012. However, we can 
report that for the investigations closed during FY 2012, in which an indictment was 
obtained, and wherein all judicial and administrative action has been completed, 89% of 
the indictments in those investigations led to convictions. 

42. Mr. Aderholt: Please update the description from the fiscal year 2012 QFRs of the work 
the IG is doing in regard to federal, state or industry employee whistleblowers. How many 
open investigations and reviews are related to whistleblower complaints? 

Response: OIG receives complaints from many sources including Federal and State 
employees, and the general public. Any person who contacts OIG to report an allegation of 
fraud, waste, or abuse is considered to be a potential whistleblower. For FY 20 1 2, there 
were a total of 1 14 open investigations and 40 complaints were accepted by the Office of 
Audit for inclusion in current work in process or future audit work. Hotline complaints not 
directly addressed by OIG are forwarded to the proper USDA agency for response and 
appropriate action. 

In addition, OIG has new responsibilities pursuant to The Whistleblower Protection 
Enhancement Act of 2012 (Act), which was signed into law on November 27, 2012. The Act 
strengthens protection for federal employees who blow the whistle on waste, fraud, and 
abuse in government operations. 

The Act directs Inspectors General to designate a Whistleblower Protection Ombudsman 
(WPO). The Ombudsman's role is to educate all USDA employees about prohibitions on 
retaliation for protected disclosures, and educate USDA employees who have made or are 
contemplating making a protected disclosure about the rights and remedies against retaliation 
for protected disclosures. Thus far, the USDA WPO has established a process to intake 
information from Whistleblowers; identified and posted educational resources on the OIG 
and USDA interet sites; notified all Departmental employees of the WPEA impact on their 
Non-Disclosure Agreements; and is currently working with the Department on the 
implementation of Presidential Policy Directive- 1 9,^ 


Presidential Policy Directive- 1 9, "Protecting Whistleblowers with Access to Classified Information." was signed on October 
12, 2012. It ensures that employees in the Intelligence community or other employees who have access to classified information 
have the ability to report fraud, w'aste. or abuse while protecting classified national security information. 
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43. Mr. Aderholt: How many complaints did OIG receive from outside groups that are not 
whistleblower complaints in fiscal years 2010 through 2012? How many did OIG consider 
worthy of further investigation? 

Response: As noted in response to Number 42 above, we consider all complaints received 
to be from potential whistleblowers. However, we are able to provide data on complaints 
received from public sources which were received through the OIG Hotline. In FY 2010 
the Hotline received 2,547 complaints from public sources, excluding those which were for 
opinion/information only. In FY 2010, these complaints resulted in 24 investigations and 
1 0 complaints accepted by the Office of Audit for inclusion in current audit work in 
progress or future audit work. In FY 201 1, the Hotline received 2,763 complaints from 
public sources excluding those which were for opinion/information only In FY 201 1 , 
complaints from public .sources resulted in 55 investigations and 24 complaints accepted by 
the Office of Audit for inclusion in current audit work in progress or future audit work. In 
FY2012, the Hotline received 3,243 complaints from public sources excluding those which 
were for opinion/information only. In FY 2012, these complaints resulted inl04 
investigations and 40 complaints accepted by the Office of Audit for inclusion in current 
audit work in progress or future audit work. 

44. Mr. Aderholt: Please provide for the record the amounts transferred to OIG from the 
Department of Justice Assets Forfeiture fund for fiscal years 2008 through 2012, Provide 
an explanation of the use of these funds by OIG. 

Response: The information requested follows: 


Department of Justice 


Fiscal Year 

Petitions 

Annual 

Allocations 

Totals 

2008 

$663,650 

$1,640,000 

$2,303,650 

2009 

$123,041 

$2,219,000 

$2,342,041 

2010 

$145,711 

$2,222,000 

$2,367,711 

2011 

$11,663 

$1,683,000 

$1,694,663 

2012 

$40,190 

$1,725,000 

$1,765,190 

Totals 

$984,255 

$9,489,000 

$10,473,255 


As a participating member of the Department of Justice (DOJ) Assets Forfeiture Fund, OIG 
receives funds pursuant to annual allocation requests and pursuant to petitions for 
remission or mitigation. 


OIG adjusted its methodology in 2011 to reflect the total annual allocation from the DOJ Assets Forfeiture Fund. Previously, 
in submissions to this Subcommittee, the amounts for such tr^sferred funds for FY 2008 through FY 2010 rellected net proceeds 
after unexecuted funds were relumed to DOJ. 
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Under DOJ’s annual allocations, funds can be requested for program operations expenses 
and investigative expenses. Investigative expenses incurred by OIG involve mainly 
theequipping of conveyances when the DOJ annual allocation allows. Program operations 
expenses include the following: case related expenses, joint law enforcement operations, 
special contract services, contracts to identify assets, and training. 

Funds received as a result of petitions for remission or mitigation are utilized for law 
enforcement activities authorized under the Inspector General Act. 

45. Mr. Aderholt: Please provide for the record amounts transferred to OIG from the 

Department of Treasury Forfeiture Fund for fiscal years 2008 through 2012. Provide an 
explanation of the use of these funds by OIG. 

Response: The requested information follows: 


Receipt of Petition Funds 

Fiscal Year 

Department of 
Treasury 

2008 

$210,421 

2009 

$485,279 

2010 

$1,400,501 

2011 

$0 

2012 

$52,033 

Totals 

$2,148,234 


The above amounts represent funds received from petitions for remission or mitigation 
from the Department of Treasury Forfeiture Funds, OIG does not receive a separate annual 
allocation from the Department of Treasury. 

46. Mr. Aderholt: Please provide for the record amounts transferred to OIG through the 
granting of a Petition for Remission or Mitigation for fiscal years 2008 through 2012. 

Response: The requested information follows: 


Receipt of Petition Funds 

Fiscal Year 

Department of 
Treasury 

Department of 
Justice 


2008 

$210,421 

$663,650 

[jllllllllllll^^ 
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2009 

$485,279 

$123,041 

$608,320 

2010 

$1,400,501 

$145,711 

$1,546,212 

2011 

$0 

$11,663 

$11,663 

2012 

$52,033 

$40,190 

$92,223 

Totals 

$2,148,234 

$984,255 

$3,132,489 


47. Mr. Aderholt: Please describe the pay scale for OIG employees. How many are entitled to 
Law Enforcement Officer Pay? How many receive Law Enforcement Availability Pay? 

Response: OIG has a total of 534 employees on board under two separate pay scales. The 
General Schedule (GS) pay scale, which allows for locality pay adjustments, is used for 
525 of our employees. The GS pay scale is separated into 1 5 grades (GS- 1 through GS- 1 5 ) 
and is the predominant pay scale within the United States civil service, The OIG has 9 
Senior Executive Service (SES) members paid under the Executive Schedule pay scale. 

OIG currently has 156 employees who are eligible for and receiving Law Enforcement 
Availability Pay (LEAP), 

48, Mr. Aderholt: Please provide for the record a table showing OIG-owned firearms. 
Response: The requested information follows: 


OIG Owned Firearms 
(Inventory as of 04.24.13) 

Type of Firearms 

Number 

.40 cal. semiautomatic pistols 

290 

9mm semiautomatic pistols 

35 

MP-5S 

83 

M4 carbines 

15 

.357 cal. Revolvers 

6-' 

.38 cal. Revolvers 

11 

12-gauge shotguns 

93 

Miscellaneous weapons maintained for training purposes 

67 

Total 

600 


OIG will be working with GSA to appropriately remove/dispose of aging firearms from inventory during FY 13. 
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49. Mr. Aderholt: Please update the table from the fiscal year 2012 QFRs showing the 

allocation of OIG’s resources and the percent of each that went towards investigations and 
audits of each USDA agency for fiscal year 20 1 0 through 2012. 

Response: The requested information follows: 
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FY 2010 - Investigations 


RMA 


FSA 


FAS 


FNS-SNAP 


FNCS-OTHER 


AMS 


APIDS 


GIPSA 


FSIS 


ARS 


NIFA 


RD 


RBS 


RHS 


RUS 


FS 


NRCS 


OCFO 


OCIO 


OIG (internal) 


Multi-Agency 


OCRE 


SEC 


Total 


$4,300 


10,000 


500 


18.900 


8,500 


1,600 


4,200 


50 


4,000 


600 


100 


1,200 


1,700 


6,900 


1,300 


8.800 


3,000 


40 


800 


500 


6,400 


4,797 


80 


30 


88,297 


Investigation 
DoUars In 

Millions 

Percentage of 
OIG DoUars 
per Agency 

Investigations 
Staff Years 

Percentage of 
OIG Staff 
Years per 
Agency 

2,800 

3% 

18 

3% 

6,200 

7% 

40 

7% 

500 

1% 

3 

1% 

16,300 

18% 

105 

18% 

5,700 

6% 

36 

6% 

800 

1% 

5 

1% 

3,400 

4% 

22 

4% 

40 

0% 

0 

0% 

2,200 

3% 

15 

3% 

500 

1% 

4 

1% 

50 

0% 

0 

0% 

0 

0% 

0 

0% 

100 

0% 

1 

0% 

2,100 

2% 

14 

2% 

300 

0% 

2 

0% 

2,000 

2% 

13 

2% 

1.000 

1% 

6 

1% 

40 

0% 

0 

0% 

100 

0% 

2 

0% 

0 

0% 

0 

0% 

700 

2% 

4 

0% 

91 

0% 

0 

0% 

80 

0% 

0 

0% 

30 

0% 

0 

0% 

45,031 

51% 

290 

49% 
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FY2010- Audit 



Total OIG 

Dollars in 

Millions 

OIG Staff Yean 

Audit Dollars 
in Millions 

Percentage of 
OIG Dollars per 
Agency 

Audit 

StaffYears 

Percentage of 
OIG Staff Yean 
per Agency 

RMA 

$4,300 

29 

1,600 

5% 

11 

2% 

FSA 

10,000 

67 

3,800 

4% 

27 

5% 

FAS 

500 

3 

0 

0% 

0 

0% 

FNS-SNAP 

18,900 

123 

2.600 

3% 

18 

3% 

FNCS-O'FHER 

8,500 

56 

2,800 

3% 

20 

3% 

AMS 

1,600 

11 

900 

1% 

6 

1% 

APins 

4,200 

28 

800 

1% 

5 

1% 

GIPSA 

50 

0 

0 

0% 

0 

0% 

FSIS 

4,000 

27 

1,700 

2% 

12 

2% 

ARS 

600 

5 

80 

0% 

0 

0% 

NIFA 

100 

0 

40 

0% 

0 

0% 

RD 

1.200 

8 

1,200 

1% 

8 

1% 

RBS 

1,700 

12 

1,600 

2% 

11 

1% 

RHS 

6,900 

47 

4,700 

5% 

33 

6% 

RUS 

1,300 

9 

1,000 

1% 

7 

1% 

FS 

8,800 

60 

6,800 

8% 

48 

8% 

NRCS 

3,000 

21 

2,100 

2% 

15 

2% 

00 

40 

0 

0 

0% 

0 

0% 

OCFO 

800 

6 

700 

1% 

6 

1% 

OCIO 

500 

3 

500 

1% 

3 

1% 

OIG (internal) 

6,400 

44 

5,700 

5% 

40 

7% 

Multi-Agency 

4,797 

34 

4.646 

4% 

33 

6% 

OCRE 

80 

0 

0 

0% 

0 

0% 

SEC 

30 

0 

0 

0% 

0 

0% 

Total 

88,297 

593 

43,266 

49% 

303 

51% 
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Investisations - FY 2011 


a -S 

O 


<a 


cs 

a 

H O 


a 


RMA 


$3,300 


FSA 


7,500 


FAS 


700 


FNS-SNAP 


22,700 


FNCS-OTEIER 


8,400 


AMS 


2,100 


APFDS 


3,600 


GIPSA 


200 


FSIS 


4,700 


ARS 


600 


NIFA 


120 


RD 


.500 


NASS 


20 


RBS 


1,500 


RHS 


5,900 


RUS 


1,100 


FS 


6,900 


NRCS 


3,600 


CR 


400 


00 


20 


OCFO 


700 


OCIO 


700 


OGC 


30 


OIG (internal) 


6,800 


OHCM 


10 


Multi-Agency 


5,009 


OCRE 


2001 


:SEC 


130 


Total 


88,439 


£ 

es 

V 

t/3 

O 

o 

Investigation 
Dollars in 

Millions 

Percentage of 
OIG Dollars per 
Agency 

Investigations 
Staff Years 

Percentage of 
OIG Staff Years 
per Agency 

22 

2,400 

3% 

16 

3% 

51 

4,400 

5% 

29 

5% 

5 

500 

1% 

3 

0% 

151 

20,700 

23% 

137 

23% 

57 

6,000 

7% 

39 

6% 

15 

700 

1% 

5 

1% 

25 

2,100 

2% 

14 

2% 

2 

200 

0% 

2 

0% 

32 

2,400 

3% 

16 

3% 

4 

300 

0% 

2 

0% 

1 

100 

0% 

1 

0% 

10 

0 

0% 

0 

0% 

0 

20 

0% 

0 

0% 

10 

300 

0% 

2 

0% 

41 

1,800 

2% 

12 

2% 

8 

200 

0% 

1 

0% 

49 

1,300 

1% 

8 

1% 

25 

700 

1% 

■■ 

1% 

3 

0 

0% 

0 

0% 

0 

20 

0% 

0 

0% 

5 

0 

0% 

0 

0% 

6 

0 

0% 

0 

0% 

0 

30 

0% 

0 

0% 

48 

600 

1% 

4 

2% 

0 

0 

0% 

0 

0% 

36 

4 

1% 

1 

0% 

1 

200 

0% 

1 

0% 

1 

130 

0% 

mm 

0% 

608 

45,104 

51% 

298 

49% 
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FY 2012 - Investigations 


RMA 


FSA 


FAS 


FNS-SNAP 


FNCS-OTIIER 


AMS 


APfflS 


GIPSA 


FSIS 


ARS 


RBS 


RHS 


RIJS 


FS 


NRCS 


CR 


00 


OCFO 


OCIO 


OHCM 


OIG (internal) 


Multi-Agency 


OGC 


OCRE 


DM 


OMS 


SEC 


Total 




$2,986 

19 

6,016 

38 

1,177 

8 

26,546 

164 

3,955 

25 

1,599 

10 

2,689 

17 

369 

2 

4,622 

29 

677 

4 

34 

0 

10 

0 

20 

0 

1,351 

9 

1,897 

12 

4,476 

29 

2,716 

18 

5,661 

37 

2,566 

17 

258 

2 

2 

0 

1,039 

7 

219 

1 

14 

0 

6,269 

41 

6,196 

41 

1,116 

7 

72 

0 

320 

3 

93 

1 

608 

4 

85,573 

545 


Investigation 
Dollars in Millions 

Percentage of OIG 
Dollars per Agency 

1.993 

2% 

4,349 

5% 

451 

1% 

22,847 

27% 

2,826 

3% 

569 

1% 

1,271 

1% 

369 

0% 

2,304 

3% 

219 

0% 

33 

0% 

10 

0% 

20 

0% 

0 

0% 

761 

1% 

2,202 

3% 

412 

0% 

1,333 

2% 

271 

0% 

0 

0% 

3 

0% 

16 

0% 

23 

0% 

3 

0% 

578 

1% 

98 

1% 

0 

0% 

72 

0% 

0 

0% 

0 

0% 

608 

0% 

43,641 

51% 
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FY 2012 -Audit 
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50. Mr, Aderholt: Please provide for the record a description of the latest OIG work relating to 
USDA’s homeland security activities. 

Response: Following is a description of OIG’s work relating to USDA’s homeland 
security activities. The informationiscurrent as of May 14. 2013. 





Audit No. 1 Audit Title 

Brief Obiectivt 



61701-0001-32 

Office of Homeiajid 

Security and Emergency 
Coordination 

Classification 

Management 

Determine whether existing procedures and practices are appropriate 
to ensure the proper classification, declassification, and marking of 
classified national security' information. As.sess whether applicable 
classification policies, procedures, rules, and regulations have been 
adopted, followed, and effectively administered within USDA and 
identify policies, procedures, rules, regulations, or management 
practices that may contribute to possible misclassification of 
material within USDA. 


Investigations 

!n FY 2012, OIG’s Emergency Response Team (ERT) continued to work with APHIS to 
further enhance its ability to respond to incidents involving facilities containing agents 
from USDA’s Select Agent Program. The ElRT’s specialized skills in evidence collection, 
Incident Command, Hazardous Waste Operations and Emergency Response also served as 
a resource in OIG’s investigations. ERT members participated in numerous agriculture- 
related working groups at the Federal, State, and local level and in tabletop exercises. 

Many of these exercises involved issues of food safety and security in which ERT worked 
closely with FSIS, the Environmental Protection Agency, and the Food and Drug 
Administration, 

5 1 . Mr. Aderholt: Please provide for the record a description of the late.st OIG work relating to 
the administrative and management functions and offices of USDA. 

Response: Following is a description of OIG’s work relating to administrative and 
management functions. Also, see response to question SO for ongoing work related to the 
Office of Homeland Security and Emergency Coordination and question 52 for ongoing 
work related to Management Services. The chart below contains audit work currently in 
process followed by a summary of recently released audit reports. The infoniiation is 
current as of May 14, 2013. 



j. 

\ 0, \o .'Xudit liEle 


■ 


. . 1 r.uL'.'i 1 uuferences 

Evaluate the adequacy of the controls over the planning of USl’. i i 


conferences to avoid waste and abuse and determine if they are 

1 

conducted in accordance with applicable laws and regulations. 
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Brief Objective 


50024-0001-13 

Review of the 

Departments' US Bank 
Purchase and Convenience 

Check Data 

Determine if agencies’ purchase card holders are following rules and 
regulations; analyze Department’s purchase cards and convenience 
checks users’ data for anomalies and signs for fraud, waste, and 
abuse; determine if improper payments exist. 

50024-0003-13 

Review of the 

Department's Travel Card 
Data 

Analyze transaction data tor USDA employee travel cards in order 
to identity any inappropriate transactions and to detennine if OCFO 
and the agencies are performing adequate monitoring of employee 
travel card transactions. 

50901-0001-13 

Review of USDA 
Contractor Pa.ymejits 

Analyze FY 2012 contractor payment data in USDA’s payment- 
related databases to check tor anomalies and to ensure that the data 
are properly and accurately reported in accordance with laws and 
regulations. 

50099-0001-23 

USDA's Controls Over 
Economy Act Transfers 
for Greenbook Programs 

This audit is the result of a Congressional request to determine 
USDA’s Departmental Management’s (DM) use of Economy Act 
(EA) and Greenbook transfers of appropriated funds. Evaluate the 
adeqi^cy of management controls over the Department's EA 
tnmsfere, and the collection and use of funds under Department w ide 
reimbursable agreements, commonly referred to as Greenbook 
charges. After beginning the audit, we expanded our review to 
include an assessment of how the Working Capital fund (WCF) is 
being used and managed. This was necessary to address one of the 
items in the Congressional request, and also because USDA 
agencies did not always distinguish between EA and WCF transfers. 


»I L » 1 1. 1 » IK * oriT' 'li-TopCPtf 

89901-0001-13 

Review of USDA 

Contractor Databases 

Analyze the Integrated Acquisition System contract data to check for 
anomalies and to ensure that the data are properly and accurately 
reported m accordance with laws and regulations. 

! , ’ 

C 


91099-0002-21 

USDA Stnkeforce 

Initiative 

Review grants awarded in 201 1 through the Stnkeforce Initiative to 
ensure that funds were obtained and used m accordance with Federal 
regulations. Examine OAO’s policies and procedures for the use of 
these funds. 

91099-0003-21 

Eligibility and 

Compliance Consideration 
for Section 2501 Grants 
Awarded FYs 2010-2011 

Review Section 2501 grants awarded in FYs 2010-201 1 to ensure 
grantees were eligible and that grants were expended in accordance 
with regulations. Evaluate O.AO’s policies, procedures, and internal 
controls related to its grant management process during FYs 2010 
and 2011. 


Controls Over th e Gran t Management Process of the Office of A dvocacy and Outrea ch- 
Audit Report 91099-0001-21, issued February 28. 2013 . At the request of tlie Secretary, 
OIG reviewed Office of Advocacy and Outreach’s (OAO) policies and procedures related 
to its grant management process. OlO found that OAO needs to improve the policies, 
procedures, and internal controls used to select applicants to receive grants through the 
Outreach and .Assistance for Socially Disadvantaged Farmers and Ranchers Program 
(Section 2.501 Program). 

OAO initially selected applicants to receive FY 2012 grants through the Section 2501 
Program even though these applicants may not have been the most meritorious and 
deserving candidates. OAO officials disregarded regulatory requirements and guidelines 
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cited in the Funding Opportunity Announcement in making those selections. Also, OAO 
had no documentation to support their decisions and could not explain why some applicants 
that appeared more deserving were not selected to receive grant funds. We reported these 
conditions in a Fast Report on May 18, 2012. 

Based on our Fast Report, OAO reselected applicants for the Secretary’s consideration in 
July 2012. We evaluated the process used to reselect applicants and concluded that it was 
more impartial and transparent than the process used to select the initial applicants. We 
notified the Acting Assistant Secretary for Administration of our conclusions on August 2, 
2012 . 

In the fall of 2012, OIG performed additional work to review how well OAO was 
monitoring its grantees. This final report included additional recommendations intended to 
strengthen OAO’s processes for selecting grantees and help the agency better monitor 
grantees’ use of funds. The agency agreed with our recommendations and we accepted 
management decision. 
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52. Mr. Aderholt: Has OIG conducted any audits or investigations regarding USDA’s 
telecommunications contracts? If so, what were the findings and recommendations? 

Response: Following is a description of OIG’s work relating to telecommunications 
contracts. The chart below contains audit work currently in process followed by a summary 
of a recently released audit report. The information is current as of May 14,2013. 







88501-0002-i2 

Management and Security 
Over USDA’s Universal 
Telecommunications 
Network (UTN) 

Determine if the service level established in the cotitract is adequate 
to support USDA’s l^ge network infrastructitre and if the network is ; 
mmiaged in a secure manner in accordance with NIST standards. 


92501-0001-12 

Review of the 

Procurement Operations 
Division 

Determine whether the Procurement Operatioas Division, IT 1 

Contracting Branch, awarded and administered the cloud services | 

contmct according to department and agency policies and 
procedures and Federal Acquisition Regulations. Determine 
whether the con&act was properly awarded, the invoice and paymeru 
process procedures were followed and all applicable contract 
documentation was maintained and adequately stored and secured. 


USDA’s Configuration, Management, and Security over Domain Name Sys tem Servers. 
Audit Report 50501-0001-12. issued April 19, 2012 . The Department's Domain Name 
Server (DNS) is a data communication mechanism that translates Internet Protocol (IP) 
addresses into easy-to-understand website names. We noted that USDA’s security over 
DNS did not meet the required standards and that OCIO did not adequately manage the 
DNS services within the Department. This occurred because the Department’s existing 
telecommunications support contract did not include any DNS security provisions because 
it was issued prior to the creation of the security extensions. This contract has expired and a 
new one has been issued. We recommended that the Department require current and 
subsequent contractors to run vulnerability scans as needed, patch and provide the 
Department with the result, and upgrade the DNS servers’ hardware and operating sy.stem 
to cunent versions. OCIO agreed to implement corrective actions. 

53, Mr. Aderholt: Please summarize OIG’s work regarding the Natural Resources Conservation 
Service and provide information on any recommendations provided to the agency. 

Response: Following is a description of OIG’s work relating to the Natural Resources 
Conservation Service. The chart below contains audit work currently in process followed 
by a summary of recently released audit reports. The information is current as of May 14, 

2013. 
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Conservation Service’s 
Financial Statements tor 
Fiscal Year 20 13 

Detemiine whether the financial statements present fairly, in all 
material aspects, in accoitiance with accounting principles. 

10601-0001-3! 

Environmental Quality 
Incentives Program 
(EQIP) 

Evaluate EQfP eligibility guidelines, contract payment procedures, 
and participant compliance with program rules. 


FY 201 1 Natural Resources Conservation Service Improper Pay me nt Review. Audit 
R eport 10024-0001 - 1 1. issue d Mav 18, 2012 . NRCS must estimate and report its improper 
payments under ttie Improper Payments Elimination and Recovery Act of 2010 (IPERA), 
as well as report high-dollar overpayanents associated with these programs under an 
executive order. OIG looked closely at 1 7 payments that NRCS had already reviewed and 
concluded were correct. We found that U of the 1 7 payments did not have sufficient 
documentation to support the determination that the participant was eligible. For 7 of the 
1 1 cases, NRCS did not review eligibility at all; for the other 4 cases where NRCS did 
review eligibility, the agency did not review adequate documents to support its 
determination. Apart from developing a general IPERA review form, NRCS had not 
developed formal guidance for the IPERA review process and forms that reflect programs’ 
unique document requirements. We questioned the accuracy of NRCS’ FY 201 1 improper 
payment estimate of $1 1 million, and believe that it is understated by at least $9 million. 

We also found that, because NRCS used multiple manual methods to track improper 
payments and high-dollar overpayments, NRCS’ national office could not effectively 
monitor improper payments to ensure accurate reporting and tracking. We recommended 
that NRCS correct these issues and NRCS agreed. 

NRCS’ Financial Statements for FY 2012. Audit Report 10401-0002-11. issued November 
9. 2012 . This report presents the results of the engagement to audit NRCS’ financial 
statements for the fiscal year ended September .10. 2012. The report contains a disclaimer 
of opiition on the financial statements, as well as an assessment of NRCS’ intemal controls 
over financial reporting and compliance with laws and regulations. 

NRCS was unable to provide timely and competent evidential material to enable the 
auditor to determine that the amounts included in the NRCS financial statements as of and 
for the year ended September 30, 2012, were complete and free of material misstatement. 
This includes beginning balances, current year activity, and associated disclosures related 
to accounts receivable, easements, advances, accounts payable and accruals, benefit 
liabilities, capital lease liability, net position, unobligated balances, budgetary transfers, 
and property, plant and equipment. The audit wwk identified issues related to processes 
and internal controls supporting key account balances and financial reports. As a result of 
these limitations, the auditor was unable to obtain sufficient evidential support for the 
amounts presented in the FY 2012 financial statements. Since NRCS did not provide timely 
and competent evidential material and the auditor was not able to apply other auditing 
procedures to satisfy themselves as to the matters discussed in the preceding paragraph, the 
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scope of their work was not sufficient to enable the auditor to express an opinion on the 
financial statements ofNRCS as of and for the year ended September 30, 2012. 

The report on internal control over financial reporting identified seven deficiencies. 
Specifically, these weaknesses included: (1) general accounting operations; (2) financial 
reporting; (3) property, plant and equipment; (4) accrued expenses; (5) reimbursable 
agreements; (6) information technology; and (7) undelivered orders and new obligations. 
The first five deficiencies were considered to be material weaknesses and the last two were 
considered to be significant deficiencies. The results tests of compliance with laws and 
regulations disclosed instances of noncompliance with FFMIA. NRCS agreed with the 
findings and we have reached management decisions on all of the report’s 
recommendations. 

NRCS’ Oversight and Compliance Activities, Audit Report 10601-0001-22, issued 
February 7. 2013 . We found that NRCS has not implemented a comprehensive, integrated 
compliance strategy designed to verify that its $3.6 billion in conservation programs are 
functioning as intended. This has occurred because, according to NRCS’ strategic plan, the 
agency focuses on putting conservation practices “on the ground.” We maintain that 
NRCS must also design adequate compliance activities to ensure that program benefits are 
reaching those who are truly eligible and serving their intended purposes. 

Over the past decade, a number of OIG audits have demonstrated that NRCS has long- 
standing problems with verifying the eligibility of participants, their compliance with 
conservation agreements, and how easements are valued. This review shows that NRCS 
must strengthen its efforts to improve program compliance by, for instance, reorganizing so 
that one person or entity at NRCS has the responsibility and authority to ensure that 
compliance and oversight activities are effective. We also found that NRCS has never 
performed a risk assessment of its overall program operations; a fact that NRCS officials 
acknowledge. When NRCS did perform compliance reviews, those reviews did not focus 
on the specific program vulnerabilities identified by prior OIG reports. Without an 
improved compliance effort, NRCS cannot ensure the integrity of its $3.6 billion in 
program expenditures, nor can it ensure that its resources are used efficiently and 
effectively to reduce the risk of fraud, waste, and abuse. 

We recommended that NRCS perform an overall risk assessment of program operations 
and develop/implement an integrated compliance strategy, incorporating clear and 
measurable objectives; and develop review procedures to address specific program 
vulnerabilities. The agency agreed with our recommendations, and we accepted 
management decision to all recommendations. 

Recovery Act - NRCS’ Emergency Watershed Protection Program Floodplain Easements 
and Watershed Operations Effectiveness Review. Audit Report 10703-0001-31, issued 
March 14, 2013 . For the last stage of reviews of the Recovery Act’s funding for NRCS’ 
Watershed Operations and Floodplain Easements programs, we examined program 
effectiveness, including whether the agency met performance goals. 
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OIG determined that NRCS needs to establish outcome-oriented performance measures 
that it can use to gauge the effectiveness of its Watershed Operations and Floodplain 
Easements programs. While the agency established output-oriented measures to track 
progress, we determined that these measures do not provide adequate information on how 
effective the programs were at accomplishing the goals of the Recovery Act, which include 
creating jobs, assisting those most impacted by the recession, and investing in 
environmental protection. NRCS has not fully demonstrated to the public the extent to 
which it is accomplishing the objectives of the Recovery Act and is hampered in fully 
gauging the outcomes of these programs. In addition, NRCS did not allow the use of 
appraisals to determine the value of properties with structures it acquired through the 
Floodplain Easements program, which led to the purchase of some properties at prices in 
excess of the established value. NRCS increased the amount of accepted easement offers, 
overcompensating the landowners for seven easements with structures in one State we 
reviewed. Increasing the payment for these easements by a total of $23 1 , 1 00 prevented 
NRCS from using the funds to help maximize the number of acres enrolled and restored 
with Recovery Act funds. 

OIG recommended that NRCS establish additional outcome-oriented performance 
measures to track its success in meeting the objectives of the funding it receives. We also 
recommend that the agency require appraisals of structures to be acquired and e.stablish 
controls to ensure easement payments do not exceed accepted offers. The agency agreed 
with our recommendations, and we accepted management decision on all 
recommendations. 

Recovery Act - Rehabilitation of Flood Control Dams, Audit Report 1 0703-000 1 -At. 
issued March 25, 2013 . We audited NRCS to determine if Recovery Act funds for the 
Watershed Rehabilitation Program were used effectively to rehabilitate aging flood control 
dams. 

As part of the Recovery Act, NRCS selected 27 dam rehabilitation projects to receive 
$44.8 million in funding through the Watershed Rehabilitation Program, which assists 
sponsoring local organizations in rehabilitating high-hazard, aging flood control dams. 

OIG determined that, w'hile NRCS was generally effective in implementing controls to 
monitor Recovery Act funds, it did not take necessary steps to inform 0MB, the 
Department, or the public of key information regarding the projects, or to implement OIG’s 
recommendations from a prior audit. 

Specifically, NRCS did not accurately communicate to the Department and OMB the 
readiness of the selected projects and the impact of Recovery Act requirements on the 
program, which, by design, is not well suited to meet the accelerated timeframes and 
unique challenges posed by the Recovery Act. As a result, NRCS spent almost $943,000 
on 8 projects that did not meet Recovery Act goals and, therefore, could not be completed. 
Funds allocated to these projects had to be deobligated or allocated to other projects. 

NRCS also missed an opportunity to use $1 .4 million of Recovery Act funds to help the 
U.S. economy during the recession. Additionally, NRCS did not ensure that websites had 
complete or accurate information on watershed rehabilitation projects — such as project 
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certifications and updated information about the 27 projects and their funding. Finally, 
NRCS has not fully corrected deficiencies with its dam inventory and cost monitoring tools 
that OIG identified in a prior audit. We have reached management decision on our five 
recommendations. 

Recovery Act - Emergency Watershed Protection Program Floodplain Easements, 
Easement Applications on Non-Agricultural Land. Audit Report 10703-0003-KC. issued 
March 14, 2012 . The Recovery Act allocated $145 million to NRCS’ Emergency 
Watershed Protection Program, which acquires conservation easements from eligible 
landowners in order to restore floodplains to their natural condition. Since some States 
opted to use Recovery Act funds to purchase easements on lands that had houses on them, 
OIG assessed NRCS’ policies and procedures for such acquisitions, and found that they 
were inadequate. While easement agreements prohibit landowners from diminishing the 
property’s values, NRCS allowed several landowners to strip fixtures, salvage construction 
materials, or even remove entire buildings in ways that raised questions about whether the 
removal affected the value of the easements. As a result of deficiencies in NRCS’ policies, 
for example, one landowner was allowed to, effectively, sell a $197,000 house to NRCS, 
keep it by moving it to another lot, and also receive assistance from NRCS for the house- 
moving costs. We recommended that NRCS develop internal controls over its processes 
for acquiring easements with buildings. NRCS agreed and we reached management 
decision when the report was issued. 

Recovery Act - Watershed Protection and Flood Prevention Operations Program - Field 
Confirmations, Audit Report 10703-0004-KC. issued July 24, 2012 . The Recovery Act 
provided NRCS $145 million for its Watershed Protection and Flood Prevention 
Operations Program. Based on a statistically selected sample of 21 projects, we 
determined that the projects provided benefits to local residents, businesses, and farms and 
that NRCS was adequately monitoring the progress of the projects reviewed. We noted, 
however that NRCS did not include necessary Recovery Act award terms in approximately 
two-thirds of award agreements because it did not issue formal guidance regarding required 
Recovery Act provisions for award agreements. Without specific guidance, contracting 
officers in some NRCS State offices overlooked the information and did not include all 
required provisions. Our review also found one instance in which NRCS did not require 
the local sponsors to pay their agreed-upon share of project costs, totaling nearly 
$1.3 million. NRCS agreed with our recommendations to correct these issues. 

Recovery Act - NRCS’ Emergency Watershed Protection Program. Floodplain Easements 
Field Confirmations. Audit Report 10703-0005-KC. issued March 14, 2013 . OIG 
evaluated NRCS’ floodplain easement program activities to assess the agency’s use of 
Recovery Act funds to restore and enhance floodplains. 

OIG determined that NRCS needs to address four issues related to the floodplain easement 
component of its Emergency Watershed Protection Program. We found that NRCS did not 
always: target funds to those easements most consistent with program goals, require that 
documentation supported eligibility determinations, ensure easements were maintained 
consistent with program goals, and compensate landowners appropriately. 
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NRCS acquires easements from owners of floodplain lands to gain authority to take 
measures to restore and enhance the floodplain’s function and values. Without a clear 
definition of “natural conditions” in the program manual, however, personnel did not 
always develop restoration plans adequately and ensure the restoration of floodplain 
functions and values to the greatest extent practicable. Further, NRCS did not always 
develop and maintain documents to support its determinations that offered lands were 
eligible and its decisions to prioritize among applications. Additionally, NRCS did not 
provide adequate guidance to landowners regarding program rules, such as actions 
prohibited on easements; as a result, land was not always maintained in a manner 
consistent with the program goal of restoring floodplains to a natural condition. Finally, 
NRCS compensated five landowners in our sample improperly, with errors totaling 
$1 39,474. OIG accepted management decision on six of the seven recommendations; 
however, further action from the agency is needed before management decision can be 
reached on the other recommendation. 

Migratory Bird Habitat Initiative: NRCS’ Response to Issues Caused by the Deepwater 
Horizon Oil Spill, Audit Report 10704-0001-32, issued August 9, 2012 . In response to the 
April 2010 oil spill in the Gulf of Mexico, NRCS created the Migratory Bird Habitat 
Initiative. To create or enhance habitats and food sources for birds migrating to and 
through 470,000 acres of land in the affected region, NRCS entered conservation program 
contracts with landowners to provide approximately $38,6 million to implement 
conservation practices. OIG found, however, that NRCS did not have controls in place to 
maximize these conservation efforts — some landowners received more in combined 
Federal and non-Federal payments than the average cost of implementing the conservation 
practices. If NRCS prevented such duplication, the agency would have been able to apply 
more than $900,000 in program funds more widely and conserve an estimated 14,000 
additional acres. We recommended that NRCS implement controls to better leverage 
limited resources and provide greater impact with future program funding. We have 
reached agreement on the report’s recommendations. 

Investigations 

In FY 2012. NRCS investigations resulted in two indictments, two convictions, and $65,800 
in monetary results. OIG has limited recent work involving NRCS related investigations. 

54. Mr. Aderholt: Please provide for the record a description of the latest OIG work relating to 
each of USDA agencies, including the U.S. Forest Service. 

Response: Following is a table of audit work currently in process. Following this table are 
summaries of audits completed since our last testimony (March 2012) relating to the 
USDA agencies. Some assignments are identified in response to your questions on specific 
agency and program areas so the information is not duplicated in response to this question. 
As requested, we have included audits conducted in the Forest Service. The information is 
current as of May 14, 201 3. Issued OIG audit reports are available on our Web site at 
http://www.usda.gov/oig/rptsaudits.htm . 
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01601-0002-32 1 National Organic Program 1 Evaluate the implementation ofthe amended access to pasture and 

1 (NOP) - Organic Milk ! grazing niles for oiganic milk operations and to assess organic milk 

1 Operations t producer’s compliance witit NOP st ’ ' 

\-.:'Uuitural Research Si rv loc 

02703-0001-12 

Recovery Act - ARS’ | Determine whether ARS (I) used effective and efficient policies, 

Contract Closeout Process i procedures, practices, and controls for closing out ARRA funded 

1 contracts, and (2) timely identified funds on physically completed 

1 contract that could be put to better use. 

1 atU* 'iS'iJUS 

03401-0002-11 

FY 2012 Farm Service 
Aaenev Accounting 

Determine if FY 2012 FSA program payments were properly 
reconied in the accounting system and adequately supported. 

03401-0003-11 

FY 2013 Farm Service 
Agency Accounting 

C^erraine if FY 2013 FSA program payments were properly 
recorded in the accounting system and adequately supported 

0360! -000 1-22 

FSA Compliance 

Activities 

C^termine if FSA’s compliance activities are adequate to achieve 
effective and efficient operations, ensure compliance with laws and 
regulations, and ensure government resources are used to achieve 
intended program results. We will evaluate the Impacts of staff and 
budget cuts, and the agency’s restructuring on its compliance 
activities mid follow up on recommendations in our prior audit 
report F^A Compliance Activities, dated September 2005 (03601- 
0012-Ch). 

03601-0002-22 

Economic- Adjustment 
Assistance to Users of 
Upland Cotton 

Review the implementation and the effectiveness of the program in 
accomplishing its intended goals. 

03702-0001-31 

Noninsured Crop Disaster 
Assistance Program 

Evaluate PSA's management controls to ensure the Noninsured 

Crop Disaster Assistance Program is effectively and properly 
implemented in accordance with laws, regulations, policies, and 
procedures. 

03702-0001-32 

Livestock Forage Program 

Determine whether existing procedures and practices are appropriate 
to ensure that Livestock Forage Program objectives are achieved. 

We will assess and test whether participants meet eligibility 
requirements, participants complied with program requirements, 
payments are accurately computed and properly paid, and 
compliance operations are effective. 

^ ^ R»tfa}H0i«.mc‘3eF !te . 

04024-0001-21 

Rural Rental Housing 

Kentai Assistance 

Improper Payments 

Determine if Rural Development has taken appropriate actions to 
identily, report, and reduce improper subsidies 

04601-0001-3! 

Single Family Housing 
(SFH) Direct Loan 

Servicing and Payment 
Assistance Recapture 

Evaluate the servicing of direct SFH loans, Assess the controls and 
prtKcdures in place over servicing of direct loan borrower accounts, 
with emphasis on annual reviews and payment assistance. 

Rj^ ^feB3ag^)^nerit A^cv '' 1 

05101-0003-11 

I- edera! Crop Insurance 
Corporation/Risk 
Management Agency's 
Financial Statements for 
Fiscal Year 2013 

Determine whether the financial statements present tairly, in aii ] 

material aspects, in accordance with accounting principles. 
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Audit No. 

Audit Title 


0560N00ON31 

Conti'ols Over Prevented 
Plantings 

Assess RMA’s management controls over the prevented planting 
provisions under the Federal crop insurance program. Evaluate 
whether RMA established adequate policies and procedures for 
approved insurance providers (AlP) to implement and administer the 
prevented plotting provisions to meet the intended purpose and 
goals of the program. We will also evaluate whether AlPs 
established controls consistent with RMA policies and procedures to 
ensure eligibility requirements were met to prevent and minimize 
improper payments on prevented planting claims. 

0560 1-000! -32 

Reduction of Inconsistent 
Yields 

Determine if RMA has controls adequate to ensure that ( 1 ) 
inconsistent yields are detected, verified, and, if necessar>', reduced 
according to the requirements in the Crop Insurance Handbook, and 
(2) inconsistent yields, once reduced, are not subsequently 
improperly restored to pre-reduction levels. 


06 iOj -OO03-- ] 

Cummodu> CaMit 
Corporation’s Financial 
Statements for Fiscal Year 
2013 

Determine whether the financial statements present fairly, in all 
material ^pects, in accordance with accounting principles. 

Finrm AgncHtel Serm 

07099-0001-16 

Review of Volunteers of 
Economic Growth 

Alliance (VEGA) 

Activities in Afghanistan 

Evaluate the adequacy of FAS’ management controls to ensure that 
632(a) funds used by VEGA for the capacity building and change 
management project in Afghanistan are being used in accordance 
with the cooperative agreement between FAS and VEGA, 

07601-0001-22 

Private Voluntary 
Organization (PVO) Grant 
Fund Availability 

Evaluate whether FAS adequately ensures that PVOs make proper 
use of program funds to efficiently and effectively operate 
agreements in achieving FAS Food for Progress food aid program 
objectives. 


08401-0003-11 

Forest Service’s Financial 
Statements for Fiscal Year 
2013 

Determine whether the financial statements present fairly, in all 
material aspects, in accordance with accounting principles. 

08601-0002-41 

FS Firefighting Cost Share 
Agreements with Non- 
Federal Entitles 

Evaluate the adequacy of the FS* controls surrounding the 
administration of cost-share agreements with Non-Federal Entities. 

. . . . .' ..RF¥frS!iTSS?!KS3’ • '■ ■ 1 

09703-0002-22 

Review of Hotline 
Complaint on RUS 

Controls Over Recovery 

Act Water and Waste 

Loans and Grants 

Address allegations contained in and resulting from OIG Hotline 
Complaint number PS-0940-0084. The allegations include, but are 
not limited to ( 1 ) the improper use of Rural Development funding by 
the borrower; (2) transactions between related parlies and other 
conflicts of interest; and (3) financial mismanagement of the water 
company resources, which may impact its ability to repay Rural 
Development loans and grants. 

09703-0002-32 

Recovery Act Broadband 
initiatives Program - Post 
Award Controls 

Assess RUS’ controls over BIP awardees’ fulfillment of their grant 
and loan/grant agreements (post-award controls). As part of the 
audit, we will also evaluate the effectiveness of BIP in 
meeting'attaining the goals of the Recovery' Act. 

Otficc 

\.A fix 1 hici \ nun wi Ofr.rxi 
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Audit No. 

Audit Title 

Brief Objective 

1 i 401 -0005- n 

Statements on Standards 
for Attestation 

Engagement (SSAE) 

No. 1 6 Report on Controls 
at the National Finance 
Center 

Obtain reasonable assi^anceon whether, in ail material respects, 
based on suitable criteria, (1) management’s description of NFC 
systems fairly presents the sy-stems that were designed and 
implemented throughout the period specified in the description, (2) 
the controls related to die control objectives stated in the description 
of NFC systems were suitably designed throughout the specified 
period, and (3) the controls operated effectively to provide 
reasonable assurance that the control objectives stated in the 
description of NFC systems were achieved throughout the specified 
period. 

11401-0006-11 

Agreed-Upon Procedures: 
Employee Benefits, 
Withholdings, 

Contributions, and 
Supplemental Semiannual 
Headcount Reporting 
Submitted to the U.S. 

Office of Personnel 
Management (0PM) 

Assist OPM in ^sessing the reasonableness of the retirement, health 
benefits, and life insurance withholdings/contributions, as well as 
semiannual headcount information submitted by 
agencies. Procedures also include verifying the Combined Federal 
Campaign pa>Tol! deductions. 

! Food Sate Mid lh:roe«ajai*KrMvt 

24601-0001-22 

Interstate Shipment of 
State-Inspected Meat and 
Poultry Products 

Determine if FSIS has implemented the 2008 Farm Bill provision 
which provides authority to the Secretaiy of Agriculture, working 
with States, to allow establishments to ship meat and poultry 
products as interstate commerce and place a Federal mark stamp. 

24601-0001-23 

Implementation of the 
Public Health Information 
System for Domestic 
Inspection 

Evaluate the progress of FSfS’ impienienlation of the domestic 
inspections portion of PHIS. 

i,.'. . tf 'S»‘ 'Nanosj^ Agncutae^a}' Stadsocs Service 

26501-0001-12 

Security Review of 

NASS’ Lockup 

Procedures 

Perfonn a security' assessment of the NASS lock-up process and 
procedures. Verify that everything is in place to assure that NASS 
reports are secured appropriately and released on time 


27001-0001-10 

Review of Selected FNS 
Programs for i^uplicated. 
Overlapping, or 

Fragmented Goals, 
Objectives, and/or Client 
Bases 

Identify the potential for overlap and duplication in the FNS 

nutrition 

programs 

27401-0003-21 

F'ood Nutrition Services- 
Financial Statements for 
Fiscal Year 2013 

Deteimine whether the financial statements present fairly, in all 
material aspects, in accordance with accounting principles. 

27601-0001-31 

Controls for Authorizing 
Supplemental Nutrition 
Assistance Program 
(SNAP) Retailers 

Assess FNS controls over the retailer authorization process to 
participate in SNAP, including the initial authorization, periodic 
reauthorization, and disquaUfication. Evaluate FNS’ recent actions 
taken to strengthen its processes to prevent the authorization of 
previously disqualified owners from participating in the SNAP. 

27601-0002-4! 

SNAP Error Rate 

Determine whether FNS and the State agencies responsible for 
administering SNAP have adequate controls in place to ensure ibal 
SNAP error rates are accurately determined, the appropriate actions 
are tdeen to reduce the error rates, and eiTors are timely corrected 
when detected- 
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Audit No. 

Audit Title 

Brief Objective 

27703-000! -22 

336OI-OO0I23 

Recovery Act impacts on 
SNAP Phase 11 
Administrative Costs 

Determine if FNS had sufficient controls to ensure that the 
$290.5 miHion of SNAP administrative funds provided by the 
Recovery Act were used by States in accordance with the Recovery 
Act’s provisions, OMB guidance, and FNS requirements for 
allowable program costs. 


Plant Protection 

Quarantine Preciearance 
Program 

Evaluate the controls and processes governing the Preclearance 
program. Assess die effectiveness of the program in detecting and 
eradicating problematic pests and plants. Determine whether APHIS 
has facilitated safe trade by monit oring the movement of risky 
material, protecting against the introduction of pests, regulating the 
import of plants, fruits, and vegetables and adequately assisting 
exported in meeting the entiy requirements of other countries. 

Follow up on recommendations made in prior audit reports. 

33601-0001-41 

APHIS Oversight of 
Research Facilities 

Evaluate the adequacy of animal care (AC) inspectors and the 
Institutional Animal Care and Use Committee's review of research 
facilities. Determine the effectiveness of the Investigative and 
Enforcement Services* role in investigative activities. Assess AC’s 
new mission critical information svsiem lor rehabihty and integritv. 
Follow up on implementation of prior audit recommendations. 

KiahI 


34601-0001.31 

RBS Grant Programs - 
uupiication 

Review the controls in place for the grant programs administered by j 
Rural Development to determine the extent of dual funding to i 

individuals and/or entities through one or moie grant programs. ! 

Determine if such dual funding is allowed by regulation and, if so, 
determine if this dual funding meets the intent of the programs. We 
will also determine if ^ant recipients are receiving funding for 
similar projects/enterprises through more than one State and/or area 
office. Determine if members of an entity (owners/stockholders) aie 
receiving funding from any other grant program as an individual in 
an attempt to circumvent prohibitions to multiple grants in a 
particular grant program. 



50024-0003-1 i 

Fiscal Year 2012 

Executive Order 13520, 
Reducing Improper 
Payments, High Dollar 
Overpayment Report 
Review 

Assess the level of risk associated with the applicable programs, 
detemiine the extent of oversight warranted, and provide the 

Secretary of Agriculture with recommendations, if any. for 
modifying USDA’s recovery and corrective action plans. 

5040!.0005-1 1 

Department of 

Agriculture’s Financial 
Statements for Fiscal 

Years 2013 and 2012 

Detennine whether the financial statements present fairly, in all 
material aspects, in accordance with accounting principles. 
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Audit No. 

Audit Title 

Brief Objective 

5050! -0004- 12 

FY20i3 Federal 
Information Security 
Management Act Report 

Evaluate the status of USDA’s overall IT security program by 
evaluating (1) the effectiveness of the Department’s oversight of 
agencies’ !T security programs, and compliance with FISMA; (2) 
agencies’ systems of internal controls over IT assets; (3) the 
Department’s progress in establishing a Departmentwide security 
program, which includes effective certifications and accreditations; 

(4) agencies’ and tire Department’s POA&M consolidation and 
reporting process; and (5) effectiveness of controls over 
configuration management, incident response, IT training, remote 
access management, identity and access management, continuous 
monitoring, contingency planning, contractor systems, and capital 
planning. 

50601-0002-16 

Section 632(a) Transfer of 
Funds from USAID to 
USDA-Afghanistan 

Evaluate the adequacy of the management controls established by 
USDA agencies to monitor and provide oversight over 

Section 632(a) transfer of funds. 

50601-0001-2! 

Pigford 11 - Distribution 
of Settlement Funds for 
Discrimination Litigation 

According to the law, USDA-OIG shall, within 1 80 days of the 
initial adjudication of claims, and subsequently as appropriate, 
perform a performance audit based on a statistical sampling of 
adjudicated claims. 

50703-0001-23 

Recovery' Act: Trade 
Adjustment Assistance for 
Farmer’s Program 
(TAAFP) Phase 11 

Evaluate the internal controls established by FAS, FSA, and NIFA 
for administering TAAFP and to assess the program’s policies and 
procedures. 

50601-0002-31 

FSIS and AMS’ Field- 
Level Workforce 

Challenges 

Determine if USDA methods of compensating for a limited 
workforce, including succession planning, maximizes staff resources 
for its inspectors and graders and does not adversely affect program 
delivery at Federally inspected plants 

50601-0001-41 

Review of Rural 
Development Procurement 
Controls 

Determine if Rural Development; (1) ensured procurement funds 
were correctly accounted for and used in the proper period; (2) 
selected the contractors and prepared procurement contracts in 
accordance with applicable regulations; (3) adequately monitored 
the procurement contracts and ensured funds were used for its 
intended purpose; and (4) verified that deliverables were met in 
accordance with contract terms and provisions. 




85401-0003-1! 

Rural Development’s 
Financial Statements for 
Fiscal Year 2013 

Determine whether the financial statements present fairly, In all 
material aspects, in accordance with accounting principles. 

Olfice of Piocumoecftflid 

89901-0001-13 

Review ofUSDA 

Contractor Databases 

Analyze the Integrated Acquisition System contract data to check for 
anomalies and to ensure that the data are properly and accurately 
reported in accordance with laws and regulations. 


Agricultural Marketing Service (AMS) 

AMS Oversight of the Beef Research and Promotion Board's Activities. 

Audit Report 01099-0001-21, issued March 29, 2013 . OIG determined that the 
relationships between the Cattlemen’s Beef Promotion and Research Board (beef board) 
and other industry-related organizations, including the beef board’s primary contractor, the 
National Cattlemen's Beef Association (NCBA), complied with legislation. We also 
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determined that the AMS needs to strengthen its procedures for providing oversight to the 
beef research and promotion program. 

As part of our audit, we determined that assessed funds were collected, distributed, and 
expended in accordance with legislation. However, we found that AMS had not previously 
made these determinations itself because AMS had not conducted periodic management 
reviews of the beef board, and the agency’s procedures for conducting these reviews could 
be improved. For example, AMS had not identified weaknesses in the beef board’s internal 
controls over project implementation costs. Sensitivity to these controls is important 
because the costs are incurred by the national marketing body the beef board is required to 
use. Without AMS’ independent oversight, it may not be clear to beef producers, 
importers, and the public that beef checkoff funds are collected, dispersed, and expended in 
accordance with legislation. 

Our audit also addressed concerns and specific allegations that beef checkoff funds may 
have been misused. We found no evidence to support that the board’s activities in those 
areas did not comply with legislation, and AMS guidelines and policies. AMS concurred 
with our two recommendations. 

Oversight of Federally Authorized Research and Promotion Board Activities, Audit Report 
01099-0032-Hv. issued March 12, 2012 . OIG conducted work beginning in 2009 that 
identified concerns about the possibility of weak oversight controls over the research and 
promotion boards. At that time, AMS’ former Administrator requested that we thoroughly 
assess the agency's oversight activities. Our objective was to evaluate AMS’ oversight of 
the various boards. Thus, we focused our review on the internal controls AMS established 
to oversee the boards’ activities. We did not test boards’ activities. We concluded that 
AMS could strengthen internal controls related to its oversight of board activities. 

We analyzed AMS’ guidance, processes, and policies, and determined that the agency 
needs to improve its governance over the boards. Specifically, it needed to improve the 
guidelines describing AMS’ oversight policies and procedures as they lacked information 
that would facilitate oversight. Prior to November 2010. AMS had not provided sufficient 
clarity about the various roles and responsibilities it had in overseeing checkoff funds. In 
addition, AMS did not always ensure that boards provided critical information needed to 
accurately assess their activities. The revised guidelines released in November 2010, 
clarified the agency’s oversight role by reinforcing its management reviews of Boards and 
strengthening policies on various administrative functions, among other improvements, 
AMS could further improve its processes by developing standard operating procedures to 
ensure consistency in staff oversight responsibilities. Furthermore, we concluded that 
AMS needs to improve its monitoring of the five program areas that oversee the various 
boards’ activities. 

These improvements will help AMS detect or prevent potential fraud, waste, and abuse of 
checkoff funds. We recommended that AMS develop and implement standard operating 
procedures and provide instructions to its staff members responsible for conducting board 
oversight. We also recommended that AMS develop and implement periodic internal 
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reviews of the agency’s program areas that oversee the boards in order to ensure they are 
complying with regulatory and legislative requirements. AMS agreed with our findings 
and recommendations. 

National Organic Program’s INOPl National List of Allowed and Prohibited Substances 
Report 01-601-0001-23. issued July 20. 2012 . The Organic Foods Production Act of 1990 
(OFPA), as amended, required the Secretary of Agriculture to establish a National List that 
identifies both synthetic substances that may be used and non-synthetic substances that 
cannot be used in organic production and handling operations. Any individual, 
corporation, company, association, partnership. State, municipality, organization, 
cooperative, group, or tribe can petition the Secretary to have a substance evaluated for 
inclusion onto or removal from the National List. The Secretary delegated the functions of 
the Act to AMS and. through regulations effective in October 2002, NOP was created to 
administer these standards and to require the certification of organic production. The Act 
also required the Secretary to establish the National Organic Standards Board (NOSB) to 
assist in the development of standards for substances to be used in organic production and 
to advise the Secretary on any other aspects of the implementation of the Act. This audit 
was initiated in response to a Congressional request regarding the NOSB’s processes for 
adding new substances to the National List. 

We found that AMS generally had adequate controls over its processes to either allow or 
prohibit the addition of new substances to the National List, as well as to determine when 
substances already included in the list need to be removed. We did not identify any 
significant reportable issues and, as such, are not making any recommendations. 

Therefore, no further action or response is required by AMS. 

Agricultural Research Service (ARS) 

Procurement Oversight Audit of the Invasive Plant Research Laboratory Contract. Audit 
Report 02703-0001-10. issued September 7. 2012 . The Recovery Act provided ARS with 
$176 million to reduce the backlog of critical deferred maintenance projects at facilities. 

To repair the facilities at laboratory buildings at the Invasive Plant Research Laboratory, 
located in Fort Lauderdale, Florida, ARS awarded a construction contract for $446,340 to a 
private firm. To ensure that the transparency and accountability requirements of the 
Recovery' Act are met and activities are performed in accordance with regulations, 
guidance, and Recovery Act requirements, OIG contracted with Regis & Associates, PC, to 
assist in reviewing ARS’ Recovery Act procurement activities. We determined that the 
contracting officer’s representative did not fully comply with policies and procedures 
relating to conflict of interest disclosure and found weaknesses in the invoice approval and 
payment processes. In addition, although ARS developed new Recovery Act recipient 
reporting procedures, we found an instance of inaccurate recipient reporting and failure to 
report contractor information on Recovery.gov. To address our recommendations, ARS 
agreed to draft a new standard operating procedure for processing invoices and send out a 
reminder to personnel of their responsibility to maintain adequate and effective contract 
oversight when transitioning work. 
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Procurement Oversight Audit of Red River Valiev Agricultural Research Center Contract. 
Audit Report 02703-0002-10. issued June 18, 2012 . With the $176 million the Recovery 
Act provided to ARS to reduce a backlog of critical deferred maintenance projects at 
facilities, ARS awarded a contract to a private firm to make updates at the Red River 
Valley Agricultural Research Center located in Fargo, North Dakota. OIG contracted with 
Regis & Associates, PC, to assist in ensuring that ARS’ Recovery Act procurement 
activities for maintenance projects are performed in accordance with regulations and 
guidance. Based on a review of the Recovery Act contracting activities, the auditors found 
that an ARS contracting officer did not complete all required statements in a timely manner 
and that ARS did not adequately review information reported by the contractor on 
Recovery.gov. ARS agreed to take the necessary measures to inform procurement 
personnel to complete the Conflict of Interest and Financial Disclosure statements within 
the required timeframe and to ensure contractor reporting is sufficiently reviewed and 
accurately reported. The auditors also noted that ARS did not request a legal review of the 
solicitation. As this issue was previously reported to ARS, OIG made no additional 
recommendations. 

Procurement Oversight Audit of National Center for Agricultural Utilization Research 
Contract. Audit Report 02703-0007-HO. issued June 7, 2012 . ARS applied a portion of the 
$176 million allocated by the Recovery Act for critical deferred maintenance projects by 
contracting with a private firm to renovate a wing of the National Center for Agricultural 
Utilization Research, located in Peoria, Illinois. To assist in ensuring that procurement 
activities for critieal deferred maintenance projects are compliant, OIG contracted with 
Regis & Associates, PC, to conduct a review. During the review, the auditors noted that 
ARS’ Facilities Division did not always use Recovery Act funds only for Recovery Act 
items, and did not always include adequate language in contract modifications. ARS 
agreed to take the necessary measures to ensure that Recovery Act funds are used for 
Recovery Act items and to correct the modifications by adding the appropriate language. 

Animal and Plant Health Inspection Service (APHIS) 

Effectiveness of the Smugglina, Interdiction, and Trade Compliance fSITC) Unit, Audit 
Report 33601-0012-Ch. issued August 20, 2012 . APHIS’ SITC unit works to prevent 
prohibited agricultural products that may harbor plant and animal pests, diseases, or 
invasive species from entering the country and being distributed. Based on a review of 
SITC activities, OIG found that SlTC’s control environment did not include a system of 
management accountability in order to foster efficiency, adequacy, or accuracy in either 
achieving the unit's mission or in reporting its results. For example, we found that 
90 percent of the surveys SITC conducts at markets were not successful at either seizing a 
prohibited product or in capturing information used to identify the importer of a prohibited 
product. Low success rates increase the risk that prohibited products would not be 
identified and could move through the country, further spreading foreign plant disease and 
pests. The review also disclosed that SITC used an unapproved IT system for 3 years 
without informing APHIS’ IT division of its existence or ensuring that reports from that 
system were accurate and supported. APHIS took immediate actions following an alert we 
issued in 201 1 regarding the unapproved IT system, which was generating overstated 
figures used in reports provided to Congress. However, SITC has not yet implemented the 
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corrective actions necessary to ensure its reports to Congress are accurate and 
supported. APHIS agreed with our recommendations and now has a meaningful plan of 
action to improve SITC’s accountability. 

Follow up on APHIS’ Implementation of the Select Agent or Toxin Regulations. Audit 
Report 33701-0001-At. issued November 6, 2012 . To determine if APHIS improved its 
controls for regulating the movement of dangerous biological agents and toxins (referred to 
as “select agents”), OIG assessed whether entities licensed by APHIS complied with 
regulations governing the possession, use, and transfer of these agents. Based on our 
review' of 7 of 59 registered entities, we concluded that APHIS has made progress since our 
last audit, but that the agency needs to strengthen internal controls related to monitoring the 
movement of select agents to alternate facilities, controlling access to select agents, 
ensuring that individuals handling select agents have up-to-date security clearances, and 
ensuring that responsible officials are adequately trained. These control deficiencies 
occurred because APHIS did not always ensure effective monitoring of ongoing activities, 
fully address identified risks, or ensure effective communication within the select agent 
program. As a result, there is an increased risk of the misuse of select agents and a 
potential for serious security violations going undetected. 

We recommended that APHIS revise its inspection procedures, establish policies and 
procedures for handling select agent transfers in special circumstances, provide guidance to 
clarify the restricted access requirements, communicate more effectively on expirations of 
employee security assessments, and develop and conduct training for entity 
supervisors. APHIS agreed with 3 of the report’s 12 recommendations. We will continue 
to work with APHIS to reach management decision on the remaining recommendations. 

Commodity Credit Corporation (CCC) 

CCC’s Financial Statements for FYs 2012 and 201 1, Audit Report 06401-0002-11. issued 
November 9, 2012 . This report presents the results of the audit of CCC’s financial 
statements for the fiscal years ending September 30, 2012 and 2011. The report contains 
an opinion on the financial statements, as well as an assessment of CCC's internal controls 
over financial reporting and compliance with laws and regulations. 

The financial statements present fairly, in all material respects, CCC's financial position as 
of September 30, 2012, and 201 1 and its net costs, changes in net position, and budgetary 
resources for the years then ended, in conformity with generally accepted accounting 
principles. 

The report on CCC's internal control structure over financial reporting identified two 
significant deficiencies. Specifically, this included weaknesses in CCC's: (1) funds control, 
and (2) controls over child agency financial reporting. The first significant deficiency is 
considered to be a material weakness. The results of the test of compliance with laws and 
regulations disclosed substantial noncompliance with FFMIA for the United States 
Standard General Ledger at the transaction level. 


Farm Service Agency (FSA) 
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FY 201 1 FSA Farm Assistance Program Payments, Audit Report 03401-0001-11. issued 
May 14, 2012 . This report presents the results of our review of payments made by FSA 
during FY 201 1, through its various farm assistance programs. The work was performed to 
support our audit of the USDA’s consolidated financial statements for FYs 201 1 and 2010. 
That report notes that OIG identified improper payments that would be reported separately 
to FSA. 

We sampled FSA program payments for FY 2011 from a universe of $2,064 billion. We 
reviewed 122 payments, totaling $5.2 million, and identified errors in 14 of these 
payments. These errors occurred primarily because FSA did not have effective internal 
controls over the manual Supplemental Revenue Assistance Payments (SURE) Program 
payment calculation process. Documentation for the SURE Program errors included a 
second-party reviewer initial and date, indicating that a second-party review had been 
completed; however, the second-party reviews conducted by FSA personnel did not detect 
the data input errors. OIG and FSA have agreed that these 14 errors resulted in improper 
payments of $54,408. Based on the results of these 122 sampled payments, we estimated 
the total dollars improperly paid were about $28 million. 

In FY 2010, we performed similar work in recalculating FSA program payments selected 
statistically through FSA data extracts and we identified 1 8 improper payments, totaling 
$61,714. As a result, we recommended that FSA develop and implement effective internal 
controls over the manual SURE Program payment calculation process to prevent the 
continuance of the errors identified. During our FY 201 1 audit, we noted that FSA made 
enhancements to the SURE workbook to automatically compute the gross production total 
for the Risk Management Agency indemnity. 

While we noted a reduction in the number and dollar amounts of improper payments during 
our FY 201 1 audit, controls should be further strengthened to prevent future occurrences of 
the types of errors noted in this report. FSA agreed with our recommendation. 

Farm Storage Facility Loan Program, Audit Report 03601-0001-32. issued June 18. 2012 . 
FSA operates the Farm Storage Facility Loan Program so that producers may have access 
to available funds for financing storage and handling facilities. Producers might use these 
loans to construct structures for grain as well as hay, renewable biomass, fruits and 
vegetables, and cold storage facilities which were added by the 2008 Farm Bill. In FY 
2010, FSA approved and disbursed a total of 1,608 loans in 41 States totaling $101.7 
million. OIG initiated this review to evaluate FSA’s controls over the processing, 
approval, and servicing of these loans. 

Based on our review of how FSA approved and processed 30 loans totaling $4.89 million, 
as well as how the agency serviced 10 delinquent loans totaling $728,078, we found that 
FSA county employees did not always process, approve, and service these loans according 
to the agency’s policies and procedures. For the 30 loans where we reviewed how FSA 
employees approved and processed the loans, we found that 25 loans (83 percent) totaling 
$4.08 million had errors. These errors included the agency approving loans without having 
documentation on file to support borrower eligibility, making obligations that exceeded 
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allowable amounts, and disbursing loans without sufficient documentation to support final 
facility costs or adequate release of liability. Likewise, based on our review of how FSA 
serviced 10 delinquent loans, we found that all 10 loans were not serviced properly. FSA 
county employees offered various explanations for the errors, including stating they 
misunderstood or were unaware of changes in FSA’s procedures, they did not have the 
staffing to properly follow procedures, or they simply made a mistake. Of the loans 
totaling $5.6 million ($4.89 million plus $728,078) that we reviewed, FSA made almost 
$2.2 million in unsupported disbursements. 

In 2001, FSA considered changing the Farm Storage Facility Loan Program from a direct 
loan program, where FSA employees perform most of the work of approving, processing, 
and servicing loans, to a guaranteed loan program, where lender employees perform this 
work and USDA guarantees the loans against loss. However, FSA decided against it, 
citing concerns about how the program would operate and that the program could prove to 
be very costly compared to the current program. 

The Secretary aimounced in January 2012 that FSA will soon be undergoing a major 
restructuring, intended to build a modem and efficient agency by consolidating offices and 
reducing staff. While these decisions respond to the realities of USDA’s current and future 
budgetary circumstances, the consequences for FSA will likely mean that the agency will 
be forced to accomplish many of its program objectives with fewer employees. 

We believe that, given the results of our audit, as well as the future restructuring of the 
agency, FSA should consider a change to a guaranteed loan program. Since FSA is likely 
to see changes in its staffing in the coming years, OIG believes the agency should seek an 
Office of the General Counsel (OGC) opinion regarding whether the program can, 
consistent with the law, be changed to a guaranteed loan program, rather than remain a 
direct loan program. 

We recommended that FSA obtain an OGC opinion to determine if the current law allows 
the program to be delivered as a guaranteed loan program. If FSA does not change the 
program to a guaranteed loan program, then develop and implement a plan to strengthen 
the oversight and accountability of the program. We also recommended that FSA recover 
the unsupported disbursements totaling almost $2.2 million that are still outstanding. The 
agency generally agreed with our findings and recommendations. 

Biomass Crop Assistance Program: Collection, Harvest. Storage and Transportation 
Matching Payments Program. Audit Report 03601-0028-KC. issued May 30, 2012 . In the 
2008 Farm Bill, Congress established the Biomass Crop Assistance Program, a program 
that, in part, provided matching payments to the owners of renewable biomass to encourage 
them to collect, harvest, store, and transport (CHST) such material to a conversion facility 
that would produce heat, power, bio-based products, or advanced biofuels. In 2009, the 
program was emphasized as part of an effort to decrease the Nation’s dependency on 
foreign oil. Accordingly, USDA expedited the program’s implementation and began 
providing matching payments for the cost of CHST biomass. OIG reviewed $30 million of 
$243 million in CHST matching payments and found that, while USDA implemented the 
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CHST matching payments program in accordance with statutory requirements and in 
compliance with the directed timeframe, the program was launched without sufficient 
management control structures needed to provide clear program direction and ensure 
program accountability. Without sufficient management controls, USDA can have little 
confidence that the funds expended during this first phase of the program contributed to 
expanding the use of new biomass sources for biofuels or helped decrease dependence on 
foreign oil. OIG also found that, without the management control structures that typically 
accompany effective Federal programs, USDA county office employees often made errors 
and inconsistently implemented the program. In total, OIG questioned over $400,000 in 
payments issued to biomass material owners due to these various errors. OIG 
recommended that USDA take steps to establish an adequate management control structure 
for the program that will provide clear program direction, ensure program accountability, 
and resolve the errors we observed in the field. FSA agreed with all recommendations. 

This report includes findings addressed in two prior Fast Reports. 

2008 Farm BilTs Changes to Payment Limitation. Audit Report 03601-0050-Te. issued 
June 20, 2012 . FSA administers a variety of farm commodity, conservation, disaster, and 
loan programs that involve payments subject to limitations based on the total amounts that 
a “person” may receive each year. The 2008 Farm Bill made significant changes in how 
USDA would administer payment limits and determine who is eligible for payments. OIG 
initiated an audit to determine whether FSA’s internal controls were adequate to oversee 
the changes Introduced by the Farm Bill. However, we determined that FSA’s data were 
not sufficiently reliable for us to test the controls and answer our objective. We provided 
FSA information on our concerns regarding the quality of its data system and other issues 
that arose during our review. FSA acknowledged our concerns, took some corrective 
action during the audit, and generally stated that deployment of its new Web-based system 
would address data concerns. Accordingly, we did not make any recommendations to the 
agency. 

Conservation Reserve Program - Soil Rental Rates. Audit Report 03601-005 l-Te, issued 
July 25. 2012 . FSA administers the CRP, which provides annual payments to farmers who 
agree to maintain conservation practices, such as establishing grass cover on farms to 
prevent soil erosion and reduce chemical runoff. In 2010, FSA signed contracts involving 
4.3 million acres and annual payments totaling $200 million. Over the 10-year life of the 
contracts, FSA will pay more than $2 billion. OIG reviewed whether FSA had effective 
controls to ensure that these payments were based on accurate and well-supported soil 
rental rates. We found that FSA did not adequately ensure the reasonableness of its soil 
rental rates, as FSA did not adequately document or justify not using the most recent NRCS 
soil productivity figures and did not adhere to its policies and regulations for using 
statistical data when computing the soil rental rates. Due to these problems, OIG 
questioned $12.7 million in unsupported payments ($127 million over the 10-year life of 
the CRP contracts) and recommended that, for future CRP signups, FSA ensure that it uses 
the best available data and require strong evidence for statisitical changes. FSA generally 
agreed with our recommendations. 


Food and Nutrition Service (FNS) 
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Analysis of Supplemental Nutrition Assistance Program Eligibility Data. Our series of ten 
State audits (Audit Reports 27002-0001-13 through 27002-0010-13) and our overall report 
(27002-001 1-13) is included in response to Question 4. 

FNS Financial Statements for FYs 2012 and 2011, Audit Report 27401-0002-21. issued 
November 8. 2012 . Our audit objectives were to determine whether (1) the financial 
statements present fairly, in all material respects, in accordance with accounting principles 
generally accepted in the United States of America, the assets, liabilities, and net position, 
net cost, changes in net position, and combined budgetary resources; (2) the internal 
control objectives over financial reporting were met; and (3) the Food and Nutrition 
Service (FNS) complied with laws and regulations for those transactions and events that 
could have a direct and material effect on the comparative financial statements. 

In our opinion, FNS' comparative financial statements for FYs 2012 and 2011, including 
the accompanying notes, present fairly, in all material respects, the financial position of 
FNS, as of September 30, 2012 and 2011, and its net costs, changes in net position, and 
budgetary resources for the years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

In the section entitled “Internal Controls over Financial Reporting,” we reported that 
although FNS reported no material weaknesses in its FY 2012 Federal Managers Financial 
Integrity Act report, it did report two recurring control deficiencies. One is part of a 
continuing Department-wide material weakness on unliquidated obligations, which remains 
a control deficiency in FY 2012. FNS also reported that it had a control deficiency related 
to the lack of testing of the reimbursable cycle per a Department mandated assessment of 
the reimbursable agreements business process cycle. 

In the section entitled "Compliance and Other Procedures,” we reported that FNS’ core 
financial system is in substantial compliance with the Federal Financial Management 
Improvement Act of 1996. We did report that the agency was not in full compliance with 
the Improper Payments Information Act of 2002 and the Improper Payments Elimination 
and Recovery Act of 20 1 0. 

Recovery Act Performance Measures for the Supplemental Nutrition Assistance Prouram 
ISNAP), Audit Report 27703-0002-22, issued March 28, 2013 . OIG initiated this audit to 
determine whether FNS’ performance measures effectively measured its achievement in 
accomplishing SNAP Recovery Act goals. 

FNS, with USDA and 0MB approval, implemented four performance measures to evaluate 
its implementation of the Recovery Act for SNAP. However, we found these measures 
were not designed to effectively evaluate how the additional funding achieved the 
Recovery Act goals of assisting those most impacted by the recession, stabilizing State 
government nutrition program budgets for essential services, and stimulating the economy. 
Two of the four measures also appear in the Department’s Strategic Plan for FYs 2010 
through 2015, which will remain in effect after Recovery Act funding ends. FNS officials 
explained that they selected the four performance measures because 0MB urged agencies 
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to use measures they were already using for regular operations. FNS believed the 
Recovery Act goals naturally aligned with its pre-existing program goals for SNAP. 
However, according to 0MB, it is ultimately FNS’ responsibility to develop and report on 
performance measures that provide transparency to enable the American public to see the 
results of their investment from Recovery Act funding. 

Specifically, we found three of the four measures did not measure outcomes that assessed 
how well the additional funds achieved the Recovery Act goals. Instead, three of these 
performance measures reflected outputs, such as the dollar amount of benefits issued and 
administrative costs expended. The one outcome performance measure, which deals with 
food insecurity, did not directly measure the impact of Recovery Act funds, because it did 
not measure how well SNAP assisted those most impacted by the recession. As a result, 
FNS had not assessed or reported on the use of the approximately $45.5 billion in 
additional SNAP funds to show the American taxpayer, in terms of the established goals, 
what was received for the Recovery Act investments. 

We recommended that FNS establish outcome-based performance measures for SNAP in 
the USDA Strategic Plan. We accepted FNS’ statement that they cannot define outcome 
measures specific for SNAP because of its complexity for management decision and for 
FNS to not perform the corrective action. We have accepted management decision. 

Recovery Act Impacts on SNAP. Audit Report 27703-0002-At. issued June 1, 2012 . To 
strengthen food assistance during the economic recession, the Recovery Act provided 
additional funding for SNAP benefits — approximately $12 billion of the $71.8 billion spent 
in FY 201 1 — ^to provide benefits to approximately 44.7 million participants. We evaluated 
FNS’ and State agencies’ initial planning to implement the Recovery Act’s provisions for 
SNAP and determined whether FNS' internal controls ensured that States provided 
Recovery Act SNAP benefits timely and effectively to eligible participants. Overall, we 
concluded that FNS took timely actions to implement the Recovery Act provisions for 
SNAP. However, we found that FNS did not mitigate known program access weaknesses, 
specifically long waits for application processing; inappropriate decisions on the denial, 
suspension, or termination of benefits; and issues with some States’ development of online 
application systems. We also found that States did not always appropriately disclose the 
use of Recovery Act funds for SNAP, and we alerted FNS that it needed to timely report 
significant Recovery Act budget changes on public Websites. We recommended that FNS 
develop a comprehensive risk assessment of SNAP’s existing program weaknesses, update 
public Websites, and ensure that Recovery Act SNAP benefits reports are compliant, FNS 
generally agreed with our recommendations. 

Review of Controls Over the Fmergencv Food Assistance Program ITEFAP) - Phase 11, 
Audit Report 27703-0003-At. issued June 7, 2012 . FNS operates TEFAP, which 
supplements the diets of low income Americans by providing emergency food and nutrition 
assistance at no cost. In FYs 2009 and 2010, TEFAP received approximately $600 million 
in general appropriations and $178 million in additional Recovery Act funds to purchase 
commodities and administer the program. Based on reviews of FNS’ use of funds and 
FNS’ State-level oversight in nine States, we concluded that FNS and States should take 
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additional steps to strengthen their guidance and oversight of Recovery Act reporting, food 
inventories, and financial compliance activities. We determined that eight States did not 
monitor expenses appropriately; five States lacked adequate controls to ensure the 
prevention of damage, spoilage, or loss of food at TEFAP storage facilities; and three 
States inaccurately reported the number of jobs TEFAP created and retained with Recovery 
Act funds. We recommended that FNS develop its management evaluation process and 
ensure the accuracy of reporting, and develop guidance for States regarding a risk-based 
review process. FNS agreed with our nine recommendations and is taking corrective action. 

Forest Service (FS) 

Forest Service’s Financial Statements for FYs 2012 and 2011. Audit Report 08401-0002- 
11. issued November 9, 2012 . This report presents the results of the audit of FS’ financial 
statements for FYs ending September 30, 2012 and 2011. The report contains an opinion 
on the financial statements, as well as an assessment of FS’ internal controls over financial 
reporting and compliance with laws and regulations. 

The report contains an unqualified opinion on the financial statements — they present fairly, 
in all material aspects, FS’ financial position as of September 30, 2012 and 2011, and its 
net costs, changes in net position, and budgetary resources for the years then ended, in 
conformity with accounting principles generally accepted in the United States of America. 

FS reclassified certain amounts in the prior year's combined Statement of Budgetary 
Resources (SBR), to conform to the current year’s realigned presentation of the new 
Standard Form 133, Report on Budget Execution and Budgetary Resources. These 
reclassifications had no effect on the previously reported SBR balances. 

The report on internal controls over financial reporting identified two significant 
deficiencies. Specifically, the report identified weaknesses in FS’ internal controls over: 

(1) information technology, and (2) property, plant and equipment. Neither of the 
significant deficiencies were considered to be material weaknesses. In addition, FS 
substantially complied with FFMIA, and there was no reported noncompliance with laws 
and regulations. The results of FS’ tests of compliance disclosed two instances of 
noncompliance or other matters concerning grants management that are required to be 
reported upon under Government Auditing Standards and OMB Bulletin No. 07-04, as 
amended. 

Management of Oil and Gas Resources on National Forest System Land. Audit Report 
08601-0001-21, issued March 12, 2013 . OIG reviewed how FS is cooperating with the 
Department of the Interior (DOI) to expedite the approval of oil and gas leases and 
operations on National Forest System (NFS) lands. Rising energy prices have increased 
interest in the exploration and development of domestic oil and gas resources, some of 
which are found beneath public lands within national forests. When oil and gas companies 
apply to drill on NFS land, FS works with the Bureau of Land Management (BLM) in DOI 
to regulate its operations, BLM receives lease nominations, issues and administers all 
Federal leases, and monitors all drilling and production activities, while FS accepts and 
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processes lease nominations, authorizes the use of forest land for oil and gas operations, 
and monitors surface disturbance and reclamation. 

OIG found that the two agencies need to improve how they work together, so that oil and 
gas lease nominations and operations are approved expeditiously. Despite the existence of 
a Memorandum of Understanding, established as a result of the Energy Policy Act of 2005, 
most of FS’ communication with BLM has been informal — when problems obstructing 
cooperation occurred, they were not resolved. The two agencies also need to better track 
information, such as the number of days for nominated parcels to be processed, as we 
found that deadlines were often missed. We also found that FS could not validate whether 
all well sites were being inspected annually, as required. 

Permitting oil and gas drilling on NFS lands does pose an environmental risk, but FS does 
not require operators to submit a .spill plan that would ensure that operators are prepared to 
quickly respond to any spills. Finally, OIG noted that FS established performance 
measures to assess the work done in the program, but those measures did not clearly record 
the outcomes of key program activities. As a result, FS officials were not receiving the 
data needed to make appropriate program decisions and were unable to determine which 
program activities were not performed timely. 

We recommend that FS coordinate with BLM to expedite approval of lands, use BLM 
systems to track inspections, develop spill response plans, and revise performance 
measures. FS generally agreed with our recommendations, and we accepted management 
decision on all recommendations. 

Evaluation of Processes to Obtain and Grant Rights-of-Wav and Easements. Audit Report 
08601-0001 -Ch, issued March 15. 2012 . Because FS and timber companies often share 
roads on national forest lands, the Forest Roads and Trails Act (FRTA) gave the agency the 
authority to formalize agreements with timber companies on the maintenance and use of 
these shared roads. OIG reviewed how FS was exercising this authority and found that, 
while agency personnel are properly granting and acquiring easements, they are not 
prepared to effectively address the issues arising from the sale of private forest land with 
FRTA easements for residential development and commercial use. While FS cannot stop 
development on private land or restrict access to FRTA roads, it should assess risks, 
develop strategies to lessen the impacts of changing land use, and incorporate appropriate 
changes into the agency’s planning rule and strategic plan. Further, to avoid confusion and 
dispute, FS should attempt to implement a FRTA easement amendment, which would 
clarify rights and responsibilities before successor landowners come into possession of 
lands containing these easements, and provide sufficient guidance to local field staff on 
how to address landowner disputes once the land has been sold. Agency officials agreed 
and we have reached management decisions on the report’s seven recommendations. 

Forest Service Performance Measures for Recovery Act Projects, Audit Report 08703- 
0001-41, issued March 28, 2013 . OIG reviewed FS contracts and agreements to determine 
if it implemented performance measures in accordance with guidelines and timely reported 
them for transparency purposes. OIG found that FS implemented performance measures 
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that generally met the goals of the Recovery Act; however, we found FS field staff did not 
timely or accurately report the agency’s Recovery Act accomplishments by the final cutoff 
date for six of the seven key performance measures selected for our review. This occurred 
because some field staff had competing priorities that superseded entering the 
accomplishment data into the tracking systems. Some field staff also made inadvertent 
data entry errors. As a result, FS misreported its accomplishments for 68 of 1 22 contracts 
and agreements we reviewed and, therefore, did not fully meet the Recovery Act’s 
transparency objective. FS generally agreed with our findings and reinforced with its staff 
the importance of timely data entry. Since Recovery Act funds ceased to be available for 
new obligations as of September 30, 2010, we made no recommendations. 

Forest Service’s Use of ARRA Funds for Wildland Fire Management on Federal Lands, 
Audit Report 08703-0001-At, issued September 28, 2012 . The Recovery Act provided FS’ 
Wildland Fire Management (WFM) program with an additional $250 million to fund 
program activities on Federal lands, such as hazardous fuels reduction, forest health 
protection, and woody biomass utilization. We reviewed the 4 largest dollar national 
projects with 47 associated contracts, grants, and agreements, as well as 5 biomass 
utilization grants, to evaluate FS’ controls over project procurement and oversight, and 
whether FS ensured contractor compliance with employee-related award provisions. We 
determined that FS needs to improve its field-level control systems for monitoring 
contractor and grantee compliance with requirements to verify that their employees are 
legally authorized to work in the United States, inform and pay workers mandated wages 
and benefits, and accurately track and monitor the use of grant funds. Without effective 
procedures to ensure compliance and oversee grantees, FS increases the risk that 
contractors will employ unauthorized workers on Federal contracts. In addition, FS did not 
discern wage problems, such as underpayments to employees, as well as whether one 
company used $2.5 million grant funds for the intended purpose. OIG recommended that 
FS develop and implement policies, procedures, and guidance related to the use of the E- 
Verify system, determine if corrective actions are needed, and ensure that underpaid 
employees are reimbursed. For grants, we recommended FS revise its grant award letters, 
develop policies and procedures for discussing grant terms, and review the grantee’s 
records and inventory to ensure that expenditures were appropriate. FS generally agreed 
with the report’s findings and recommendations. 

Recovery Act - Forest Service Wildland Fire Management - Wood-to-Energy Projects, 
Audit Report 08703-0001-SF. issued June 15. 2012 . fhe Recovery Act awarded FS 
$50 million for wood-to-energy projects that promote increased utilization of biomass from 
Federal, State, and private lands. Based on a statistical sample of 9 of the 21 wood-to- 
energy projects FS funded, we found that the selected projects met eligibility and program 
requirements and that reporting requirements were met. How'ever, the agency did not 
ensure that funds were used properly. FS accepted and approved payments to grant 
recipients without obtaining and reviewing documentation to support the use of Recovery 
Act funds or ensuring work was completed per the terms of the grant agreement. Based on 
the results from our sample, we statistically projected unsupported costs of about 
$9 million. Since FS used the same controls to monitor Recovery Act and non-Recovery 
Act grants, our findings apply to both Recovery Act and non-Recovery Act grants. In 
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response to our earlier issued Fast Reports, FS agreed to obtain documentation from four 
grant recipients to verify the use of funds and to recover any unallowable payments and 
interest received by these recipients. In addition, FS will require the grant recipients to 
provide supporting documentation and will also amend the specific grant agreements to 
provide clarity. We recommended FS review grant recipients' documentation for the 
remaining wood-to-energy projects to ensure the use of Recovery Act funds was supported 
and in accordance with the terms and provisions of the grant agreement. FS concurred. 

Recovery Act - Forest Service Capital Improvement and Maintenance Projects -Facility 
Improvement. Maintenance, and Rehabilitation. Audit Report 08703-0002-SF. issued 
July 3. 2012 . The Recovery Act provided FS with $246 million for facility projects. OIG 
conducted an audit to determine whether FS complied with laws and regulations pertaining 
to the Recovery Act, selected facility projects that met eligibility and program 
requirements, completed facility projects timely and effectively, and supported the 
information it reported to measure program performance. We found that FS did not have 
adequate controls in place to ensure contracts met Recovery Act and other Federal laws and 
regulations, which we also noted in prior reports. For example, FS contracting officials did 
not adequately review contractors’ payrolls and materials on some projects before issuing 
payments. Due to control deficiencies, several projects violated Federal requirements, two 
cardholders made purchases exceeding the $3,000 micro-purchase threshold, and 
contractors were not informed of their contractual requirements for the 17 facility 
contracts, totaling $2.9 million. To address these weaknesses, FS needs to improve its 
monitoring of contractors’ payrolls and materials, ensure they follow applicable laws and 
regulations, and issue specific guidance on how to do so. FS should also ensure that its 
cardholders follow existing controls over the use of purchase cards by issuing written 
guidance to remind all cardholders of its policies. FS concurred with our recommendations. 

Recovery Act - Forest Service Capital Improvement and Maintenance Projects Roads. 
Bridges, and Related Watersheds. Audit Report 08703-0003-SF. issued March 12. 2012 . 

As part of the Recovery Act, FS was awarded $272 million for road maintenance and 
decommissioning, bridge maintenance and decommissioning, and related watershed 
restoration and ecosystem enhancement. Based on our statistical sample of project 
contracts, we found that FS generally complied with Recovery Act requirements and 
effectively completed the projects we reviewed, with three exceptions. We determined that 
148 of 795 contracts (19 percent) did not fully comply with procurement requirements. 
Because contracting officers or procurement templates did not always adhere to updated 
requirements, there was increased risk that contractors who received contracts worth almost 
$63 million may not complete them to Recovery Act specifications. We also determined 
that four employees erroneously charged administrative costs of $21,458 to Recovery Act 
job codes while working on unrelated projects. Finally, we found that FS inaccurately 
reported accomplishments for 1 1 of the 96 contracts and agreements because personnel 
made inadvertent errors, such as transcription and data entry errors. As a result, FS did not 
fully meet the transparency objective of the Recovery Act, 

We recommended that the agency remind personnel to publicize and verify information, 
ensure that contracts are in accord with specifications, emphasize the importance of 
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charging time correctly, and correct any errors in the agency’s accomplishment reports. FS 
generally agreed with OIO’s recommendations. 

Recovery Act - Forest Service Capital Improvement and Maintenance Projects ^ Trail 
Maintenance and Decommissioning. Audit Report 08703-0004-SF . issued July 3, 2012. Of 
the $650 million the Recovery Act provided FS for its capital improvement and 
maintenance fund, FS allocated $99 million to trail projects. We reviewed 24 of the 90 
total trail projects and determined that FS needs to take corrective action to address issues 
related to compliance with laws and regulations, as we previously reported to agency 
officials. Specifically, FS awarded a $9 million youth employment grant with funds from 
three FS programs without specifying to the grantee the conditions associated with the use 
of each program’s funds. As a result, we found that subgrants, totaling $31 7,741, included 
activities unrelated to the three FS programs. FS also arbitrarily allocated over 
$1,65 million of grant expenditures because the grantee was not required to track the 
expenditures to the three FS programs separately. We also found that FS program 
managers at two national forests did not adequately review payment requests Ifom program 
recipients to ensure that project expenses claimed were for actual and allowable costs. 
Instead, program managers relied on the recipients to submit accurate claims. As a result, 
FS overpaid $64,096 in labor costs to one recipient, and reimbursed another $24,697 in 
questionable costs. We recommend that FS provide its grantee with specific direction, 
recover all unallowable costs, and work with the grantee to allocate actual grant 
expenditures appropriately. FS generally concurs with the report’s findings and 
recommendations . 

Recovery Act - Forest Service Hazardous Fuels Reduction and Ecosystem Restoration 
Projects on Non-Federal Lands, Audit Report 08703-0005-SF. issued March 28. 2013 . The 
Recovery Act awarded $214 million for wildland fire management (WFM) projects on 
non-Federal lands. We reviewed 20 grants for 1 1 projects totaling over $50 million to 
determine whether FS and fund recipients complied with Recovery Act-related laws and 
regulations, properly selected and timely completed projects, and accurately accounted for 
work. 

OIG found that FS allocated Recovery Act grants for WFM activities, such as hazardous 
fuels reduction, forest health, and ecosystem improvements. Overall, we found that FS 
lacked the necessary controls to ensure that the grant funds were both properly accounted 
for and used for their intended purpose — not just for Recovery Act grants, but for the entire 
grant program. We also found that FS did not enhance its existing controls, despite the 
Recovery Act’s requirements for greater transparency and accountability. As a result, the 
grant recipients we reviewed charged a total of $92 million in unallowable and 
questionable costs to both Recovery Act and non-Recovery Act grants. Of this total, 

$63 million came from grant recipients without adequate financial controls and processes, 
while $29 million stemmed from FS and other entities’ lack of adherence to the Recovery 
Act’s objectives. We also found that FS staff did not take necessary steps to ensure that it 
met the Recovery Act’s overall objective of maximizing job creation and retention in the 
most cost effective maimer possible. 



380 


We issued a series often Fast Reports during the course of the audit to further strengthen 
FS’ controls over future grants and address unallowable or questionable costs. Exhibit D of 
the report contains all recommendations included in our Fast Reports. The report also 
contains new recommendations to address issues we identified subsequent to the Fast 
Reports. FS generally concurred with all of our audit recommendations. 

OIG recommended that FS should strengthen its overall grant administration by taking 
such actions as improving training and clarifying staff responsibilities. To address 
significant deficiencies in grantee and sub-grantee accounting processes, FS should 
enhance its monitoring efforts. FS should also recover $27.5 million in unallowable costs 
charged to the grants, follow up on an additional $33.6 million, and halt reimbursements to 
entities with persisting control weaknesses. FS generally agreed with our findings and 
recommendations. 

Recovery Act - Forest Service Capital Improvement and Maintenance Projects. 

Abandoned Mine Remediation. Audit Report 08703-0006-SF. issued May 3, 2012 . The 
Recovery Act authorized $22.7 million for FS to remediate abandoned mines on NFS land. 
Based on reviews of 12 of the 16 total abandoned mine remediation projects, OIG 
determined that laws and regulations pertaining to Recovery Act funding were not always 
complied with. While the agency established four specialized operation centers to execute 
and manage FS’ Recovery Act awards in a consistent manner, FS did not always include 
required Recovery Act provisions in the contracts it used because the agency did not have a 
standard template specific to Recovery Act contracts. Also, in a prior Fast Report, we 
reported that personnel were not performing reviews of 10 percent of their contracts, as 
required. After our Fast Report was issued, FS disbanded the specialized operation centers 
and shifted the responsibility to conduct quality assurance reviews to the regions. 

However, we found that the standardized template regions use did not contain any guidance 
on how regions were to conduct quality assurance reviews for the Recovery Act contracts. 
To address these issues, we previously recommended that FS immediately modify its 
contract templates to include the necessary Recovery Act provisions. We also 
recommended that FS develop a supplement to the standardized plan template, informing 
the regions of their responsibility for conducting quality assurance reviews for all Recovery 
Act contracts. FS concurred with our recommendations. 

Multi-Agency 

FY 2011 Improper Payments Elimination and Recovery Act of 2010 Compliance Review, 
Audit Report 50024-0001-11, issued March 14, 2012 . Congress enacted the Improper 
Payments Elimination and Recovery Act of 2010 (IPERA) to increase agency efforts to 
report, reduce, monitor, and resolve the problems that cause improper payments. IPERA 
requires OIG to determine whether IJSDA has complied with the Act annually, starting 
with FY 201 1 . This was OIG’s first IPERA report. 

USDA reported to Congress that several of its 16 “high risk” programs have considerably 
reduced their improper payment rales. In FY 2009, USDA estimated that, overall, these 
programs made 5.92 percent of their payments in error; in FY 2010, USDA reported that it 
reduced that rate to 5.37 percent. However, when we evaluated the improper payment 
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information the Office of the Chief Financial Officer (OCFO) reports annually for USDA, 
we found that USDA did not fully comply with four of seven requirements. USDA did not 
always report complete information about programmatic corrective actions and meet 
annual reduction targets. In addition, USDA did not report estimates for 1 of the 16 high- 
risk programs and, for 2 of the 16 high-risk programs, reported error rates in excess of the 
10 percent threshold, USDA’s overall noncompliance occurred because OCFO has not 
fully developed its reporting process to ensure that it reports all required information and 
that USDA meets its reduction targets. Because internal controls over USDA’s improper 
payment reporting have not been fully developed, USDA’s improper payment estimates 
may be understated, and USDA may have provided inaccurate information to Congress 
about its progress made to prevent and eventually eliminate improper payments. We 
recommend that OCFO enhance internal controls, including guidance, oversight, and 
second party reviews over the improper payment reporting process. OCFO agreed with our 
recommendations. 

Executive Order 13520, Reducing Improper Payments, FY 201 1 High-Dollar Report 
Review, Audit Report 50024-0002-1 1, issued September 27, 2012 . To intensify efforts to 
eliminate payment error, waste, fraud, and abuse in Federal programs, Federal agencies 
must submit quarterly reports on any high-dollar overpayments identified in their high-risk 
programs, including information about agency actions and strategies to recover and prevent 
the overpayments. Overall in 20 1 1 , USDA reported overpayments totaling approximately 
$1 1 .7 million. Through our second annual review of USDA’s compliance with this 
requirement, we found that USDA made significant improvements in identifying and 
reporting high-dollar overpayments within its 1 6 high-risk programs. However, we noted 
that the component agencies’ submissions to the Department did not always completely 
and accurately account for high-dollar overpayments and corrective actions and that the 
Department did not submit these reports until 23 to 99 days after the required due date. 
Reporting errors occurred because component agencies did not always interpret and apply 
available guidance correctly or have formal processes in place for identifying and reporting 
high-dollar overpayments. Complete, accurate, and timely reporting is needed to measure 
the effectiveness of USDA component agencies’ actions or strategies to eliminate errors 
causing high-dollar overpayments. Although component agencies and the Department 
have implemented some corrective actions, continued actions are needed to further improve 
the Department’s compliance. Therefore, we recommended that OCFO provide additional 
oversight to ensure component agencies appropriately consider cumulative payments and 
use a uniform process for identifying reportable high-dollar overpayments. OCFO 
concurred with the recommendations and will direct agencies to provide the documented 
processes used in identifying cumulative high-dollar overpayments and in calculating the 
overpayment percentage to OCFO for review and concurrence. We accepted OCFO’s 
management decisions. 

Improper Payments Elimination and Recovery Act of 2010 Compliance Review for 
FY 2012. Audit Report 50024-0004-1 1, issued March 14, 2013 . OIG audited USDA to 
determine whether the Department complied with IPERA to effectively reduce its improper 
payments. OIG determined that USDA did not comply with IPERA for a second 
consecutive year. Although USDA made progress to improve its processes to substantially 
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comply with IPERA, the Department was not compliant with three of the seven IPERA 
requirements. Specifically, USDA and its component agencies did not always report 
sufficient estimates for high-risk programs, report error rates below specific thresholds, and 
meet annual reduction targets. This occurred because USDA has not completed actions to 
assess results and achieve compliance. These noncompliances continue to illustrate the 
risks of improper payments affecting taxpayers, as USDA could have avoided 
approximately $74 million in improper payments by meeting reduction targets. As 
required, OIG must report to Congress that USDA did not comply with IPERA. For those 
programs that did not comply with IPERA for two consecutive fiscal years, USDA must 
consult with 0MB to discuss further actions. In addition, USDA needs to implement 
further actions to improve its risk assessments and reporting accuracy. With improvements 
not yet fully implemented, the Department faces an increased risk that it may not identify 
programs that need to annually report and reduce improper payments. Also, some of 
USDA’s reported actions to prevent and reduce improper payments do not reflect its actual 
progress. We briefed USDA officials on our results, and they generally concurred with our 
findings and recommendations. We received OCFO’s written response for the 
recommendations addressed to OCFO and accepted management decisions on those 
recommendations. However, we did not obtain written comments to the report from 
component agencies, prior to the OMB-mandated report issuance date of March 15, 

2013. USDA should implement controls to ensure its actions to report and reduce 
improper payments meet IPERA requirements, and accurately and completely reflect 
USDA’s progress. 

Department of Agriculture's Consolidated Financial Statements for FYs 2012 and 2011, 
Audit Report 50401-0003-1 1. issued November 15, 2012 . Our audit objectives were to 
determine whether (1 ) the consolidated financial statements present fairly, in all material 
respects, in accordance with accounting principles generally accepted in the United States 
of America, the assets, liabilities, and net position, net cost, changes in net position, and 
combined budgetary resources; (2) the internal control objectives over financial reporting 
were met; (3) the Department complied with laws and regulations for those transactions 
and events that could have a direct and material effect on the consolidated financial 
statements; and (4) the information in the Agency Financial Report was materially 
consistent with the information in the consolidated financial statements. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of USDA, as of September 30, 2012 and 2011, and 
its net costs, changes in net position, and budgetary resources for the years then ended, in 
conformity with accounting principles generally accepted in the United States of America. 

Our consideration of the internal control over financial reporting identified three significant 
deficiencies. Specifically, we identified weaknesses in USDA’s: (1) overall financial 
management, (2) information technology security and controls, and (3) controls over 
financial reporting. We determined that the first two significant deficiencies are material 
weaknesses. Our consideration of compliance with laws and regulations disclosed 
substantial noncompliance relating to the Federal Financial Management Improvement Act 
of 1996. 
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As discussed in its Federal Managers’ Financial Integrity Act Report on Management 
Control, the Department has plans to address the majority of the items discussed in the 
report. Therefore, our recommendations are limited to actions needed to correct abnormal 
balances and ensure more timely processing of certain intragovemmental transactions. 

Report on the Department of Agriculture’s Special-Purpose Financial Statements for 
FYs 2012 and 2011, Audit Report 50401-0004-1 1, issued November 16. 2012 . We have 
audited the accompanying reclassified balance sheets as of September 30, 2012 and 2011, 
and the related reclassified statements of net cost and changes in net position for the years 
then ended (hereinafter referred to as the special-purpose financial statements), contained 
in the special-purpose closing package of USD A. These special purpose financial 
statements are the responsibility of USDA’s management. Our responsibility is to express 
an opinion on these special-purpose financial statements based on our audit. 

In our opinion, the special-purpose financial statements and accompanying notes referred 
to above present fairly, in all material respects, the financial position of USDA as of 
September 30, 2012 and 2011, and its net costs and changes in net position for the years 
then ended, in conformity with accounting principles generally accepted in the United 
States of America and the presentation pursuant to the requirements of the Treasury 
Financial Manual Chapter 4700. 

Section 632(31 Transfer of Funds for Pakistan from USAID to USDA, Audit Report 50601- 
0001-16, issued September 27, 2012 . In support of the U.S. Government’s objective of 
helping the Pakistani people overcome political, economic, and security challenges, USDA 
is working with the Government of Pakistan to increase agricultural productivity, improve 
its capacity to provide agricultural services, and improve rural livelihoods. In 2010 and 
201 1, USAID transferred a total of $39 million to USDA’s Foreign Agricultural Service 
(FAS) to build Pakistan’s capacity for better marketing and productivity in the agricultural 
sector. To assess USDA agencies’ controls to monitor and provide oversight over USAID- 
transferred funds, we reviewed three priority projects that received $25 million. We 
determined that the $10.9 million spent by May 2012 was used properly; however, because 
the sampled projects were just being implemented at the time of our review, we were 
unable to verify whether total obligations accorded with agreements. We noted that USDA 
is taking steps to establish controls to monitor and provide oversight over capacity-building 
projects in Pakistan, but has not yet implemented the relevant processes and procedures. 

As FAS is working to develop and implement them, we are currently unable to fully assess 
the adequacy of monitoring and oversight controls. Accordingly, we did not make any 
recommendations to the agency, and we will continue to monitor FAS’ implementation of 
these processes during the next phase of our audit. 

Effectiveness of FAS’ Recent Efforts to Implement Measurable Strategies Aligned to the 
Department's Trade Promotion and Policy Goals, Audit Report 50601-0001-22. issued 
March 29. 2013 . OIG evaluated FAS’ efforts to develop and implement measurable 
strategies and actions that are effectively aligned with the USDA’s overall goals for trade 
policy and promotion. The Government Performance and Results Act requires each 



384 


executive agency to create a strategic plan with outcome-related goals and objectives, and 
GAO recommends that agencies establish quantifiable performance measures in order to 
gauge progress. Although FAS recently updated its Strategic Plan to include measurable 
goals and objectives, these goals and objectives (which measure the dollar value of exports) 
do not present the whole picture of how FAS’ actions are affecting the global market for 
American agricultural goods. FAS’ measures are not outcome-based and do not show how 
the United States is performing in a given market compared to its competitors. OIQ 
acknowledges that developing outcome-based performance measures for FAS’ trade efforts 
is difficult, but we maintain that a change in U.S. market share is an outcome-based 
measure that would be of great use to policymakers. 

Additionally, FAS has not updated its Country Strategy Statements (CSS), USDA’s Global 
Market Strategy (GMS), or its corresponding performance measures in the Department's 
Performance and Accountability Report (PAR) to align with the goals and objectives 
contained in the new Strategic Plan. By working with the Department to improve measures 
that are reported in the PAR, FAS can increase transparency in USDA reporting and show 
how FAS, in reaching its goals, is contributing to USDA’s overarching goal of increasing 
prosperity in rural communities. 

FAS should refine its performance measures to contextualize changes in U.S. agricultural 
exports as part of U.S. market share in the global market place. FAS should also 
incorporate clear, outcome-based performance measures into the 2013 CSS, work with the 
Department to update the GMS to align with FAS and USDA strategic goals, and update 
the performance measures related to trade policy and trade promotion in Departmental 
planning and reporting documents. FAS agreed with all recommendations. We accepted 
management decision on four of the five recommendations. 

Verifying Credentials of Veterinarians Employed or Accredited by USDA, Audit Rep ort 
50601-0001-31, issued January 30, 2013 . OIG determined that USDA — specifically FSIS 
and APHIS — needs to strengthen its hiring processes to ensure that candidates are qualified 
for the Federal veterinarian positions to which they applied. USDA veterinarians are 
essential in safeguarding public and animal health, and it is important that they have the 
appropriate level of education and experience needed to perform their job. It is the 
responsibility of agencies" Human Resources (HR) departments to ensure that veterinarians 
are qualified to perform their essential job functions by reviewing applicants’ information. 

However, we found that APHIS and FSIS HR departments did not adequately verify 
prospective veterinarians’ educational requirements, equivalent degrees, and specialized 
experience when it qualifies the applicant for higher pay. For example, agencies often 
accepted photocopies of transcripts submitted by the applicant in lieu of official transcripts 
as proof of education. This occurred because the agencies relied primarily on the Office of 
Personnel Management’s (0PM) generalized guidelines and did not establish agency- 
specific guidance or procedures to verify and validate veterinarians’ credentials. As a 
result, the Department may unknowingly hire unqualified employees to perform critical 
food safety duties. APHIS and FSIS generally agreed with our recommendations and we 
accepted management decision for these recommendations. 
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Procurement Oversight Audit of South Building Modernization Project. Audit Report 
50703-0001-12. issued March 25, 2013 . The Recovery Act provided USDA’s 
Departmental Management with approximately $17 million to modernize a wing of 
USDA’s South Building in Washington, D.C. To ensure that the transparency and 
accountability requirements of the Recovery Act are met, 010 contracted with Regis & 
Associates, PC, to assist in ensuring that Departmental Management performed Recovery 
Act procurement activities in accordance with Federal Acquisition Regulations, OMB 
guidance, and Recovery Act requirements. 

The audit found Departmental Management’s contracting staff were experienced and 
qualified to monitor the contract. However, we identified a chronic invoice payment issue 
and Recovery Act reporting issues. Specifically, we found that Departmental Management 
did not pay 16 of 17 invoices in a timely manner. Becau.se Departmental Management did 
not effectively ensure that staff with sufficient warrant authority were available to approve 
invoices if, for instance, personnel assigned to the contract were on leave or transferred, 
USDA incurred late payment interest penalties of over $18,000. We also found that 
information reported on Recovery.gov for the project contained inaccuracies. As a result 
of a previous audit. Departmental Management issued procedures for Recovery Act 
contracting. However, because the procedures do not clarify reporting for projects with 
multiple funding sources, staff reported the project's funding on Recovery.gov 
inaccurately. Departmental Management generally agreed with our recommendations, and 
we accepted management decision on ail recommendations. 

Recovery Act - USDA FederalReporting.gov March 201 1 Data Quality Review. Audit 
Number 50703-0001-13. issued October 26, 2012 . As part of the Recovery Act, USDA 
was provided with $28 billion, with the direction that information regarding these funds 
should be reported clearly, accurately, and in a timely manner. To ensure transparency, 
agencies are required to generate reports that include almost 1 00 data elements, such as the 
type, date, and amount of award; project description; and the number of jobs created or 
retained by each project. In May 2011, OIG reviewed the 4,974 USDA Recovery Act 
awards reported on FederalReporting.gov, as of March 3 1 , 20 1 1 , to emsure that the data 
was accurate and complete. We found 1,202 errors in the information reported by 
recipients, including 368 misreported award numbers and amounts; and 834 incorrect 
award dates; we also found 5 awards which were not included on USDA’s comprehensive 
list of awards. This occurred because the agencies responsible for identifying errors utilize 
a tool, developed by OCFO, which does not capture all potential errors defined by OMB, 
Additionally, when agencies successfully identified errors, they generally did not take 
actions beyond the minimum requirements, which did not always result in the recipient 
correcting the error because the guidance issued by OCFO did not include penalties if 
corrective actions were not taken. USDA agency personnel stated that they did not 
consider the errors significant enough to impose penalties on the recipient. However, 
without reliable data, USDA and others relying on this information cannot monitor the 
progress of awards that are reported or accurately determine the outcome of the Recovery 
Act funding. 
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We recommended that OCFO strengthen its data quality tool, work with agencies to 
develop consistent internal controls to ensure that all reportable awards are included on 
both the comprehensive list and FederalReporting.gov, and update OCFO guidance to 
include progressive steps that USDA agencies can take to ensure errors are corrected on 
FederalReporting.gov. OCFO agreed with all the recommendations and implemented 
corrective actions. 

Supplemental Revenue Assistance Payments Program - American Recovery and 
Reinvestment Act of 2009, Audit Report 50703-0001-31, issued March 12. 2012 . Since 
the Recovery Act increased assistance levels and expanded participation in FSA’s 
Supplemental Revenue Assistance Payments Program, OIG reviewed the eligibility of the 
producers enrolled in the program. Based on our review of a statistical sample of 
producers, we found that the producers were eligible and that FSA issued payments for 
qualified losses. We did find, however, that 35 out of the 125 producers’ files had 
workbook calculation errors. OIG has noted this problem before, and FSA officials stated 
that they have implemented more automated controls and edits to the program workbook 
that will help prevent these errors from recurring. Accordingly, OIG made no 
recommendations to the agency. 

Data Quality Review of Recovery Act Jobs Repotted for USDA Programs. Audit Number 
50703-0002-13, issued November 30, 2012 . OIG identified that USDA agencies were not 
performing adequate reviews of the job creation and retention figures listed on 
FederalReporting.gov, and determined that agencies need to develop additional data checks 
to improve their reviews of jobs information reported on FederalReporting.gov. We found 
reporting errors related to 33 of 99 USDA Recovery Act awards, which account for 
approximately 375 of the 1,200 Recovery Act jobs reported for the awards in our sample. 
For instance, we identified job numbers that were inflated because award recipients 
reported cumulative job numbers instead of the number of jobs created or saved during the 
quarter being reported. In other instances, job numbers were underreported. USDA 
agencies did not identify and remedy the significant errors that award recipients made 
because the analytical tools the agencies were using were inadequate to verify the numbers 
recipients reported. Rather than proactively developing additional data tests to supplement 
the data analysis tool that USDA’s OCFO provided, the agencies followed the minimum 
guidance issued by OCFO and OMB when reviewing the number of jobs reported. The 
OCFO-provided data tool was intended only to be used as a baseline for agencies to 
develop specific reviews that would be more effective in identifying errors. 

Without accurate data about the number of jobs retained or created through the use of 
Recovery Act funds, it is difficult to measure how effective the Department was in 
accomplishing a main Recovery Act objective, which was to create and retain jobs. OCFO 
generally agreed with our recommendation. 

Office of the Assistant Secretary for Civil Rights (OASCR) 

Review of OASCR’s Oversight of Agreements Reached in Program Complaints. Audit 
Report 60601-0001-23, issued August 9, 2012 . OASCR resolves civil rights complaints 
filed against USDA, closing an average of almost 1,000 program complaint cases per year 
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since 2005, including 15 cases closed between 2008 and 201 1 through settlement and 
conciliation agreements in which USDA awarded over $10.5 million in damages to 
claimants. With a recently reorganized office and efforts to improve case handling and 
reduce backlogs, OASCR has significantly improved processes and management of 
settlement agreement case files. While our audit disclosed no issues with the decision 
making process for conciliation agreements, we determined that OASCR needs to 
strengthen its procedures for settlement agreements so that it can maintain current 
improvements, support its decisions, process cases timely, and report them accurately. OIG 
recommended that OASCR develop and implement procedures for documenting settlement 
agreements to support that settling with complainants was an appropriate course of action 
and to show that it awarded compensation appropriately. OASCR concurred with our 
recommendations. 


Office of the Chief Financial Officer (OCFO) 

Agreed-Upon Procedures: Employee Benefits. Withholdings. Contributions, and 
Supplemental Semiannual Headcount Reporting Submitted to the Office of Personnel 
Management (OPMl, Audit Report 1 1401-0003-11. issued September 25, 2012 . As 
required annually by OMB, we assisted OPM in assessing the reasonableness of retirement, 
health, and life insurance withholdings and employee data submitted by OCFO and the 
National Finance Center (NFC). We found no differences that exceeded the allowable 
OPM thresholds. However, when verifying Combined Federal Campaign deductions made 
by the payroll providers, we identified differences where the deductions were sent to 
different campaign areas than those designated by OPM. OCFO/ NFC noted the low error 
rate overall when considered on a percentage basis and attributed most of the differences to 
human error by personnel at various agencies. 

Statement on Standards for Attestation Engagements No. 1 6. Report on Controls at the 
National Finance Center. Audit Report 1 1401-0004-11, issued September 27. 2012 . Based 
on the criteria described in OCFO/NFC assertions, we found the agency’s descriptions of 
controls fairly present the systems that OCFO/NFC implemented. Also, the controls 
related to the control objectives stated in the descriptions were suitably designed and 
operating effectively to provide reasonable assurance that the control objectives would be 
achieved. 
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Office of the Chief Information Officer (OCIO) 

Review of Selected Controls at the National Information Technology Center INITC). Audit 
Report 88401-0001-11. issued September 26. 2012 . OCIO/NITC provides information 
technology solutions to achieve effective mission performance and program delivery to 
customers internal and external to USDA, including OCFO’s NFC. Financial data 
processed by NFC, along with additional agency-specific financial systems hosted by 
OCIO/NITC, are material to the financial statements; therefore, controls over those systems 
play an integral part in assessing the completeness, accuracy, and integrity of USDA 
financial data. Through our review of selected controls over the EmpowHR application, 
we found that OCIO/NITC had not developed formal written policy and procedures for 
incident response; did not create, track, and mitigate critical vulnerabilities identified 
during monthly scans; and did not adequately protect its computers from water damage at 
an alternate processing site. We recommended that OCIO/NITC develop and implement 
formal documented incident response policy and procedures to address these issues. 
OCIO/NITC concurred with the finding and recommendations included in the report. 

International Technology Services IITSf Selected Controls Audit. Audit Report 88501- 
OOOl-IT, issued March 20, 2012 . OCIO’s ITS provides information technology services 
and support to service center agencies Departmentw'ide, Among its many responsibilities 
is the Service Center Modernization Initiative, which emphasizes replacing aging business 
and technology systems and streamlining business processes. We found that, although ITS 
has made improvements in documenting policies and procedures, those procedures were 
either not being followed, or were lacking in critical areas such as scanning computer 
systems for known vulnerabilities, disaster recovery, physical security, and user access to 
computer systems. Many of the exceptions identified in this report were caused by a lack 
of communication and oversight between ITS and the service center agencies. This 
occurred because service-level agreements between ITS and the centers did not meet 
National Institute of Standards and Technology guidelines, such as defining ITS’ and the 
centers’ roles and responsibilities. As a result, the network and systems may be 
exploitable, jeopardizing the integrity of data and system resources. To address these 
weaknesses, we recommended that ITS develop and implement effective controls over 
security scanning and access authorization. Agency officials generally agreed with our 
recommendations and stated that they have worked with the security center agencies to 
improve communication. 


Risk Management Agency (RMA) 

RMA: Validity of New Producers. Audit Report 05099-01 14-KC. issued August 13, 2012 . 
To administer the Federal Crop Insurance Program, RMA partners with approved insurance 
providers (AlP) to provide crop insurance policies, including “new producer’’ policies for 
those insured persons who have no more than 2 years of history farming a specific crop. 
OIG assessed the administration of new-producer program procedures. For the 2007 and 
2008 crop years, we identified 19,285 new-producer policies (13 percent) that had more 
than 2 years of information in Federal records. Based on a judgmental sample of these, we 
found that 154 of 176 policies w'ere sold to insured producers who were not eligible for 
new-producer status. This occurred because AIPs did not fulfill their contractual 
responsibilities to verify whether the producers’ information was accurate. As a result. 
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RMA paid $3.3 million in indemnities and associated costs for 57 of these 154 policies. 

We recommended that RMA deny reinsurance for the 57 improper policies, verify 
eligibility for more than 6,000 new-producer policies with indemnities that were not part of 
our review, take appropriate corrective actions, and recover losses. Further, we 
recommended that RMA improve and implement additional controls over new-producer 
eligibility. RMA agreed to all our recommendations. 

Federal Crop Insurance Corporation (FCICVRisk Management Agency’s Financial 
Statements for FYs 2012 and 2011, Audit Report 05401-0002-1 1, issued November 7. 
2012 . This report presents the results of the audit of FCIC7RMA’ consolidated financial 
statements for the FYs ending September 30, 2012 and 2011. The report contains an 
opinion on the financial statements, as well as an assessment of FCIC/RMA’s internal 
controls over financial reporting and compliance with laws and regulations. 

The report concludes that the financial statements present fairly, in all material respects, 
FCIC/RMA’s financial position as of September 30, 2012, and its net costs, changes in net 
position, and budgetary resources for the year then ended, in conformity with generally 
accepted accounting principles. No weaknesses related to internal controls or 
noncompliances with laws and regulations were reported. OIG identified in a prior fiscal 
year certain elements of noncompliance with IPERA, with which FCIC/RMA’s 
management has concurred. Remediation options are being considered. 

RMA: Federal Crop Insurance - Organic Crops, Audit Report 05601-0006-KC, issued 
February 22, 2013 . OIG determined that RMA needs to strengthen controls over Federal 
crop insurance coverage for crops produced through organic farming practices. Based on 
reviews of 3 years of organic crop insurance policies, we found that transitional yields 
offered to organic producers overstated actual production capabilities of farmers producing 
crops using organic farming practices. This resulted in excessive insurance coverage and 
higher indemnity payments for 35 of 48 crop policies with losses. Because the policy 
guaranteed yields it underwrote were excessive, RMA paid at least $952,000 of $2.56 
million in additional indemnities to insured producers for these policies. In addition, 
insured producers with organic crops had a loss ratio of 1 05 percent. In contrast, insureds 
with conventional crops had a loss ratio of only 67 percent. 

In addition, we concluded that RMA needs to reiterate loss adjustment procedures to the 
AlPs that it partners with to administer the Federal crop insurance program. AIPs are 
required to carry out specific loss adjustment standards specific to organic crop claims. We 
found that, contrary to RMA policy, AIPs did not require their adjusters to use the 
insureds’ organic crop documents to assess good organic farming practices. Nor were AIPs 
required to maintain documentation supporting their determinations that producers used 
good organic farming practices. AIPs paid $4.26 million in claims to insureds who held 
48 policies without verifying loss information and ascertaining whether insureds were 
carrying out good organic farming practices. 

We recommended that RMA should reduce transitional yields for crops produced using 
organic farming practices. RMA should also reiterate that loss adjusters should carry out 
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additional loss adjustment requirements for crops produced using organic farming 
practices, and require them to maintain supporting documents. RMA agreed with our 
recommendations. 


Rural Development 

Rural Development's Financial Statements Audit for FYs 2012 and 2011, Audit Report 
85401-0002-11, issued November 13. 2012 . Our audit objectives were to determine 
whether (1) the consolidated financial statements present fairly, in all material respects, in 
accordance with accounting principles generally accepted in the United States of America, 
the assets, liabilities, and net position, net cost, changes in net position, and combined 
budgetary resources; (2) the internal control objectives over financial reporting were met; 
(3) Rural Development complied with laws and regulations for those transactions and 
events that could have a direct and material effect on the consolidated financial statements; 
and (4) the information in Management’s Discussion and Analysis was materially 
consistent with the information in the consolidated financial statements. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Rural Development as of September 30, 20 1 2 
and 2011, and its net costs, changes in net position, and budgetary resources for the years 
then ended, in conformity with accounting principles generally accepted in the United 
States of America. 

In the section entitled “Internal Control Over Financial Reporting,” we report no significant 
deficiencies or material weaknesses. In the section entitled “Compliance and Other 
Matters,” we note instances of noncompliance with the Improper Payments Elimination 
and Recovery Act of 20 1 0. 

Rural Business Enterprise Grants Recovery Act Controls Field Confirmations. Audit 
Report 34703-0001-31. issued January 24, 2013 . As the second stage of a multi-phase 
review of the Recovery Act’s funding for the Rural Business Enterprise Grant (RBEG) 
program, OIG examined whether the Rural Business-Cooperative Service (RBS) had 
appropriate oversight over project compliance. As part of the Recovery Act, Congress 
provided $20 million for the RBEG program to provide funding to facilitate the 
development of small and emerging rural businesses. By October 2009, Rural 
Development had obligated funds for 145 RBEG projects, totaling over $15.3 million in 
Recovery Act funding. 

We found that RBS was not sufficiently reviewing projects for compliance. Specifically, 
out of the 47 grants we reviewed, we identified 20 where RBS personnel did not obtain or 
review required forms, 3 of which either had received prior unspent grants or duplicated 
prior RBEG projects. Based on our overall sample results, we estimate that 70 grants 
(49 percent) may have similar issues, with a projected total value of $4.6 million. RBS 
officials did not always ensure grant recipients submitted necessary forms and 
documentation or ensure that recipients spent prior grant and matching funds before 
receiving funding for another RBEG project. This occurred because RBS staff was not 
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trained adequately on RBEG-specific information. As a result, RBS has disbursed 
improper payments and inconsistently applied requirements. 

We recommend that RBS provide personnel in charge of overseeing RBEG projects with 
formal, comprehensive training, and recover RBEG Recovery Act funds for projects that 
lacked sufficient support, were outside the scope of work, or were aw'arded to grant 
recipients that did not provide required funds from non-Federal sources. The agency 
generally agreed with the recommendations. 

Recovery Act — Business and Industry (B&I) Guaranteed Loans — Phase 3. Audit Report 
34703-0001-32, issued March 29. 2013 . OIG assessed the servicing of Recovery Act- 
funded B&I guaranteed loans, whether Recovery Act funds were used properly, and 
whether the program was effective in terms of its performance measures. Of the 374 loans 
obligated through the B&I Guaranteed Loan Program with Recovery Act fonds — totaling 
$1.1 billion — OIG statistically selected a sample of 53 loans from 26 States — totaling $200 
million — for review. 

OIG determined that the controls Rural Development has in place should be strengthened 
to ensure that lenders receiving Recovery Act funded B&I loan guarantees complete all 
servicing actions and correctly report data used to determine program performance. 
Specifically, lenders are not properly servicing Recovery Act-funded B&I guaranteed 
loans, and Rural Development State office personnel are not adequately monitoring the 
loan servicing. Based on issues identified with 37 of 53 loans in our statistical sample, we 
estimate that lenders did not correctly service 72 percent of the loans in the audit universe. 
In addition. Rural Development did not adequately monitor the lenders of 33 of the 53 
loans, or 64 percent of the loans in the audit universe. As a consequence, there is a greater 
risk that problem loans are going undetected. In addition, the use of loan proceeds could 
not always be verified to ensure the funds were used for authorized purposes or in 
aecordance with program requirements and Loan Agreements. 

Furthermore, the agency does not have a well-defined process in place to ensure that data 
on jobs created and saved are collected in a consistent manner and the percentage of small 
business participation is accurately determined. Because of issues with the agency’s 
guidance regarding these processes, the agency’s success in meeting its established 
performance goals may be overstated. Rural Development generally agreed with our 
recommendations. 

Recovery Act — Rural Development’s Controls Over Rural Business Enterprise Grants. 
Audit Report 34703-0002-KC. issued September 5. 2012 . Under RBEG, Rural 
Development helps fund projects that facilitate the development of small and emerging 
rural businesses, a program that received an additional $20 million in Recovery Act 
funding. OIG found that, for 49 percent of these RBEG grants, the files were missing 
documentation needed to support the applicant’s eligibility. These unsupported rankings 
were then used by the national office, in part, to determine which applicants would receive 
RBEG program funding. We also found that State and area offices did not take sufficient 
steps to obtain applicants’ financial or performance reports. We determined that 47 percent 
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of applicants had not submitted all of their quarterly performance reviews and financial 
reports, even though these reports were required each quarter after the grants were 
obligated. To resolve these issues, we recommended that RBS ensure that points assessed 
on the score sheet are supported by the required documentation and that the national office 
ensure that all personnel in charge of overseeing RBEG program projects complete a 
formal, comprehensive training program that addresses reporting requirements and 
enforcement actions available to encourage compliance. RBS agreed with our 
recommendations. 

Rural Development’s Project Cost and Inspection Procedures for the Rural Rental Housing 
Program. Audit Report 04601 -00 18-Ch. issued September 27, 2012 . Rural Development’s 
Rural Housing Service (RHS) administers the Rural Rental Housing Program, which 
provides affordable multifamily rental housing to low- and moderate-income families, the 
elderly, and persons with disabilities living in rural areas. OIG determined that RHS needs 
to improve its controls to detect the misuse of program funds and to ensure that owners 
repair the physical deterioration of properties detected by agency inspections. OIG audits 
uncovered $4.2 million in misused funds by 56 percent (18 of 32) of owners nationwide, 
but the agency reported nationwide noncompliance at a rate of just 0.4 percent. Further, we 
found deficiencies at 192 of 319 properties in our sample and determined that, although 
RHS officials had identified 44 of the deficiencies during prior year inspections, they were 
unable to compel owners to make required repairs. We recommended that the agency 
reduce the number of properties required to be examined each year and use a risk-based 
approach to select properties for attestation engagements. We also recommended that RHS 
clarify its guidance and enforce a graduated scale of penalties. RHS has agreed to the 
report’s findings and recommendations. 

Recovery Act — Rural Development's Single-Family Housing (SFHl Direct and Guaranteed 
Loans — Effectiveness Review, Audit Report 04703-0001-31, issued December 12, 2012 . 

As the last stage of a multi-phase review of the Recovery Act’s funding for Rural 
Development’s Single-Family Housing loan programs, OIG examined whether the agency 
met performance goals meant to measure program effectiveness. 

OIG found that Rural Development needs to establish outcome-oriented performance 
measures that it can use to gauge the effectiveness of its SFH programs. While Rural 
Development’s primary strategic goal is to assist rural communities in repopulating and 
becoming self-sustaining and economically thriving, its Recovery Act Implementation Plan 
originally established one performance measure for both SFH loan programs — to increase 
the number of homeowners. Rural Development national officials used this measure 
because it had historically been used for both programs’ regular funding and was easily 
tracked and quantifiable. 

OIG determined that Rural Development met this output-oriented performance measure by 
obligating about 1 1 ,000 direct loans and guaranteeing over 81 ,000 loans. However, one 
measure alone does not provide substantive information on outcomes, which is needed to 
establish whether program goals are being achieved or the objectives of the Recovery Act 
are being carried out. Even though Recovery Act funding has ceased, we believe that 
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Rural Development should establish additional performance measures for both SFH loan 
programs fimded with regular appropriations. 

For future funding, including regular appropriations, we recommend that the agency 
establish and implement additional outcome-oriented performance measures to track its 
success in meeting the objectives of the funding it receives. The agency agreed with our 
recommendation, and we accepted management decision. 

Rural Development's Controls Over Eligibility Determinations for the Rural Community 
Facilities Proaram's Direct Loan and Grant Recovery Act Activities — Phase 2. Audit 
Report 04703 -0002-Hv. issued September 28. 2012 . Of the $28 billion in loans, loan 
guarmtees, and grants the Recovery Act provided to the Rural Development mission area, 
Congress set aside $1.1 billion for direct loans and $61 million for grants as part of RHS’ 
Community Facilities Direct Loan and Grant Program. This program provides loans and 
grants designed to build essential community facilities for public use in rural areas. Based 
on our review of a statistical sample of 8 1 loans and grants totaling $ 1 8.3 million, we 
generally found that program participants and project purposes met eligibility requirements 
and that Rural Development’s internal controls were adequately designed and operating as 
prescribed. However, we identified three instances where RHS could enhance its controls 
over these grants and loans. First, RHS approved both a loan and a grant, totaling $13.1 
million, to construct a multi-function community center that featured a swimming pool, a 
use which was not in accordance with guidance provided by RHS, Second, RHS offices in 
two States disbursed two Recovery Act Community Facilities Program grants before the 
recipients had contributed the matching funds for their projects, as required by the agency’s 
guidance. Third, RHS disbursed Recovery Act funds to three recipients who did not have 
required insurance coverage at the time of loan closing. We recommended that the agency 
develop controls to prevent these types of problems from recurring. RHS generally 
disagreed with our findings, but agreed to take measures to strengthen internal controls on 
all recommendations. 

Loss Claims Related to Single Family Housing Guaranteed Loans. Audit Report 04703- 
0003-HY. issued February 25, 2013 . Rural Development's SFH Guaranteed Loan Program 
provides low and moderate-income people who live in rural areas with an opportunity to 
own adequate, decent, and safe dwellings. The SFH Guaranteed Loan Program 
substantially reduces a private lender’s risk of loss because the Federal Government will 
reimburse up to 90 percent of the original loan amount if a borrower defaults on a loan. 

The program funding, as well as the number of guaranteed loans, foreclosures, and loss 
claims paid, has increased dramatically in recent years. In FY 2008, the program paid $103 
million in loss claims and had 3,369 foreclosures; in FY 2011, the program paid $295 
million in loss claims and had 18,808 foreclosures. We conducted an audit to evaluate 
Rural Development’s internal controls over evaluating and issuing loss claim payments to 
lenders. 

We determined that Rural Development needs to strengthen its reviews of loss claims. 
Specifically, we found that the agency did not: (1) identify loans with questionable 
eligibility prior to paying loss claims, (2) reduce loss claims when lenders improperly 
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serviced loans, and (3) pay lenders for only eligible expenses. The agency also did not 
have sufficient controls to fully justify approvals of pre-foreclosure sales, referred to as 
“short sales.” Given the results of our statistical sample of 102 loss claims, we project that 
the agency paid about $87 million in loss claims that were at risk of improper payments 
due to questionable loan eligibility, and paid about $254 million in loss claims for loans 
that were at risk of improper payments due to questionable lender servicing. We also 
project that, across the program. Rural Development overpaid $6.28 million related to 
6,607 claims submitted by lenders for loss reimbursement. 

To improve program administration and better ensure losses to the Government are 
minimized as much as possible. Rural Development should conduct a review of its loss 
claims process to address loans with questionable eligibility, lenders who improperly 
service delinquent loans, and loss claims that contain unallowable costs. The agency also 
should perform an evaluation to improve its internal systems' edit checks, and provide 
personnel with training and guidance on how to perform reviews when the edit checks are 
triggered. Rural Development officials generally agreed with our recommendations. 

Single-Family Housing Direct Loans Recovery Act Controls - Compliance Review. Audit 
Report 04703-0003-KC. issued June 13, 2012 . The Recovery Act included $1 billion for 
the RHS to provide SFH direct loans to borrowers for FYs 2009 and 2010. These loans are 
directly funded by the Government, and are available for very-low and low income 
households that cannot qualify for other credit to obtain homeownership. These loans are 
commonly referred to as Section 502 direct loans. Our objective was to determine if Rural 
Development field personnel complied with the agency’s established internal control 
procedures at loan origination and closing to ensure homes and program participants who 
received Recovery Act funds met eligibility guidelines. 

To accomplish our objective, we statistically selected 100 loans from a universe of about 
8,100 Recovery Act direct loans, totaling over $1 billion, which had closed as of June 30, 
2010. We reviewed loan file documents and found that field personnel had not always 
fully complied with Rural Development’s established internal control procedures or 
Recovery Act provisions to ensure homes and program participants who received Recovery 
Act funds met eligibility guidelines. Specifically, we questioned borrower eligibility 
determinations for 17 loans where borrowers (1) had no history of stable and dependable 
income, (2) had a credit history that did not indicate the ability and willingness to repay a 
loan, or (3) did not meet repayment ability guidelines. We also questioned property 
eligibility determinations for six loans where properties had above-ground swimming 
pools, or which lacked sufficient documentation that the homes were decent, safe, and 
sanitary. From our sample, we project that 1 ,772 loans worth $208 million (22 percent of 
the universe) may have similar noncompliance issues where we would have questioned 
whether the loans were approved for ineligible borrowers and properties. 

Rural Development implemented numerous corrective actions during the course of our 
audit, including providing direct loan underwriting training at the SFH national policy 
meeting held in August 2011. In addition, Rural Development clarified or enhanced 
procedures for evaluating an applicant’s income and credit history, and for ensuring that 
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current information is used to determine eligibility. Finally, Rural Development 
implemented corrective actions to address the identified data integrity issues. To continue 
these positive developments, we believe Rural Development should ensure that it 
consistently updates its handbook, effectively publicizes the updates, and maintains 
ongoing training for field staff. 

We also recommended that Rural Development (1) provide continuing and targeted 
training to field personnel, (2) review the program handbook and determine if it should be 
revised to provide further clarity to field personnel carrying out the policies and 
procedures, (3) ensure that the document checklist and underwriting compliance tool 
specifically address the borrower-related issues described in this report, and (4) ensure new 
regulations, policies, and procedures are effectively communicated and implemented at 
field office locations. Rural Development agreed with our findings and recommendations. 

Rural Utilities Service (RUSl Controls Over Recovery Act Water and Waste Loans and 
Grants Expenditures and Performance Measures, Audit Report 09703-0001-22, issued 
March 26, 2013 . OIG reviewed the effectiveness of RUS’ Recovery- Act specific 
performance measures for the Water and Waste Disposal System (WWD). We also 
reviewed whether controls over WWD expenditures were adequate to ensure RUS spent 
Recovery Act funds as intended. To assess the performance measures, we analyzed 
whether the controls, as designed, adequately evaluated achievements in terms of 
outcomes, and whether controls w'ere in place over the reporting of the measured 
achievements. To assess controls over expenditures, we reviewed 16 Recovery Act WWD 
projects with obligations totaling approximately $124 million, and a sample of 30 projects 
from 1 1 borrowers with obligations totaling $156.8 million. 

OIG determined that RUS designed and implemented performance measures for WWD 
loans and grants that effectively measured how RUS used Recovery Act funds to achieve 
Recovery Act goals. We evaluated the performance goals, which aimed to, for instance, 
reduce rural people’s exposure to water-related hazards, and to save or create 56,000 jobs. 
Based on our evaluation, we concluded that these goals adequately measured RUS’ 
achievements in meeting both Recovery Act and WWD program objectives. We found that 
RUS had an effective system for gathering data specific to the reported measures and could 
reasonably ensure reporting was proper. 

We also assessed controls over project expenditures and concluded that they were 
reasonably effective to ensure that RUS used Recovery Act funds to complete projects as 
intended. However, our review disclosed that RUS needs to improve controls over grant 
funds remaining after projects are complete. Specifically, we identified a borrower with 
multiple WWD projects that improperly transferred grant funding from one completed 
project to another project, which is prohibited. This occurred due to weaknesses in controls 
for deobligating funds remaining after projects are completed, and. also, in part, because 
Rural Development does not currently track project expenditures at the national level. The 
transferred $158,252 was part of $454,355 in grant funding that remained inactive for a 
period of more than 2 years, while a backlog of other WWD projects waited for funding. 
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RUS generally agreed with our recommendations and we accepted management decision 
for all recommendations. 

Recovery Act - Broadband Initiatives Program tBIP) - Pre-Approval Controls. Audit 
Report 09703-0001-32.. issued March 29, 2013 . OIG assessed RUS’ internal controls over 
the approval of BIP loan and grant applications, including, but not limited to, if RUS’ 
controls were adequate to ensure projects were eligible and whether RUS took actions to 
mitigate the risks of overbuilding in service areas. We statistically sampled and reviewed 
86 approved BIP applications to test the application process, which totaled $783.9 million 
of about $3.5 billion in program-level Recovery Act funding allocated to BIP. 

With the passage of the Recovery Act , Congress authorized RUS’ BIP to help bring 
broadband to rural areas of the United States where residents might otherwise not have 
access to this important technology. 

OIG found that RUS complied with the provisions of the Recovery Act in how it 
implemented the program and did not question the eligibility of any RUS-funded BIP 
projects in our sample. Additionally, we determined that RUS took action to address prior 
audit recommendations relating to BIP, that controls over contractor reviews of 
applications were adequate, and that coordination with the National Telecommunications 
and Information Administration and the Federal Communications Commission was 
adequate. However, we did find that RUS funded BIP projects that sometimes overlapped 
preexisting RUS-subsidized providers and approved 10 projects, totaling over $91 million, 
even though the proposed projects would not be completed within the 3-year timeframe 
RUS established and published. We also found that the agency could have implemented 
the program so that it would have focused more exclusively on rural residents who do not 
already have access to broadband. 

RUS did not agree with OlG’s opinion on how certain aspects of BIP were carried out and 
stated that RUS developed processes that met the intent of the Recovery Act to promote 
rural economic development by bringing broadband service to underserved areas of rural 
America. 

Generally, we recommended that, for future programs. RUS avoid funding broadband 
projects in areas that are already served by RUS-subsidized providers, publish and follow 
clearly defined project completion expectations, and focus broadband funding on rural 
areas that do not have access to this technology. RUS generally agreed with our findings 
and recommendations. 

Rural Utilities Service’s Controls over Water and Waste Disposal Loan and Grant Program 
for the Recovery Act, Audit Report 09703-0001 -At, issued July 24, 2012 . In order to 
improve the quality of life for rural residents while creating and saving jobs in rural 
communities. Congress designated $3.8 billion in Recovery Act funds for the Water and 
Waste Disposal System Loan and Grants Program in rural areas. Our review of a sample 
of 22 projects totaling $189 million in obligations found that RUS had effective controls in 
place to ensure the program provided loans and grants to eligible participants, that the 
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participants complied with requirements, and that the program funded infrastructure 
projects likely to contribute to economic growth in the future. However, the Recovery- 
Act’s stated goal of job preservation and creation was not yet fully met over 30 months 
after the Act was passed, as we found that projects expected to create or save 3,384 jobs 
experienced long periods between the obligation of funds and the start of construction, 
when most job creation occurs. The associated project recipients reported a total of only 
415 actual jobs created or saved as of September 11, 2011. To improve transparency- 
through disclosure of project timing, we recommended that RUS report on Recovery.gov 
the time needed to initiate construction of water and waste projects. The agency agreed 
with our recommendations and has posted additional information regarding construction 
timing on Recovery.gov as well as the Rural Development Recovery Act Webpage. 

Investigations (All Agencies) 

OIG has conducted investigations involving many of USDA’s agencies and programs. The 
chart below describes our FY 2012 investigative results relative to each agency including 
the Forest Service. 


Agency 

Indictments 

Convictions 

Monetary 

Results 

AMS 

2 

4 

$340 

APHIS 

50 

75 

$263,620 

ARS 

4 

2 

$71,200 

FAS 

3 

1 

$99,191 

FNS 

626 

364 

$68,531,818 

FS 

6 

9 

$82,700 

FSA 

28 

37 

$14,554,850 

FSIS 

17 

9 

$371,825 

GIPSA 

6 

4 

$1,100,000 

NASS 

1 



NIFA 




NRCS 

2 

2 

$65,800 

OCFO 




OCIO 




OGC 




OIG 




RBS 

6 

4 

$10,196,005 

RHS 

29 

17 

$8,937,577 

RMA 

12 

10 

$2,053,929 

RUS 

1 



SEC 




TOTAL 

793 

538 

$106,328,855 




398 


55. Mr. Aderholt: Please provide for the record a description on the latest OIG work relating 
to the WIC Program. 

Response: Following is a description of OlG’s work relating to the WIC Program. The 
chart below contains audit w'ork currenty in process followed by a summar)' of a recently 
released audit report. The information is current as of May 14, 2013. 



Brief 01 


State's Food Costs for the 


WiC Proaram 


Determine why certain program cost disparities exist among States. 
including 3vera.ge food costs and costs per particip ant. 


Vendor Management in FNS’ Special Supplemental Nutrition Program for Women. 
Infatits. and Children (WlCl. Audit Report 27601 -0038-Ch. issued March 29. 2013 . We 
found that FNS’ management evaluations (MEs) did not identify and correct significant 
issues in the vendor management processes at two State agencies operating WIC. These 
agencies lacked sufficient controls to track vendor violations for 42 vendors (2 in Illinois 
and 40 in Florida), and ensure timely and appropriate sanctions. As a result, these vendors 
were not disqualified as required, and could redeem an estimated $6.6 million in WIC 
benefits during their required periods of disqualification. Also, the Florida State agency 
did not conduct compliance investigations on 24 of its 35 high-risk vendors, and did not 
treat smaller vendors in an equitable manner with large chain .stores. These deficiencies 
could allow vendor violations, including excessive charges and the sale of unauthorized 
food items, to go undetected. We also found that the Illinois State agency did not 
disqualify 3 of the 1 1 WIC vendors that were also disqualified from SNAP during a 3-year 
period. If these vendors are not disqualified, we estimate that they could redeem 
approximately $51,000 in WIC food instruments that they are not authorized to redeem 
during the length of time they should have been disqualified from WIC. 

We recommended that FNS should perform an assessment of its ME process, and 
periodically reassess and update its ME guidance. FNS should also require that the State 
agencies disqualify the violating vendors we identified, require that they strengthen their 
controls over vendors, and require the timely reciprocal disqualification of WIC vendors 
that have been disqualified from SNAP. We agreed to management decision with FNS on 
all of the report’s recommendations. 


Investigations 

In FY 2012, our WIC investigations resulted in 16 indictments, 10 convictions, and 
$7.5 million in monetary results, 

A recent example of our investigative work in WIC involved a small grocery store in 
Mission, Texas, Our investigation, conducted jointly with the Texas Department of Public 
Safety (DPS) and Texas Health and Human Services Commission, Office of Inspector 
General (HHSC-OIG), disclosed that from June 2008 through August 2010, the owner and 
employees of a small grocery store trafficked in SNAP and WIC benefits for cash. A vendor 
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audit, conducted by HHSC-OIG, of the small grocery store purchase invoices showed 
unsubstantiated WIC sales totaling $108,837. On January 3, 2011 , HHSC-OIG disqualified 
the store owner from the WIC Program for three years and demanded repayment of 
approximately $108,837. In January 2012, the store was permanently disqualified from the 
SNAP. In March 2012, a federal grand jury in the Southern District of Texas, McAllen, 
returned a two-count indictment charging the store owner with one count of conspiracy to 
defraud WIC and one count of conspiracy to defraud SNAP. In August 2012, in U.S. District 
Court, Southern District of Texas, the owner was sentenced to 24 months’ incarceration, and 
36 months’ supervised release, and ordered to pay $106,073 in restitution. 


56. Mr. Aderholt: Please provide for the record a description on the latest OIG work relating 
to the child nutrition programs. 

Response: Following is a description of OIG’s work relating to FNS’ Child Nutrition 
Programs. The chart below contains audit work currenty in process followed by a 
summary of a recently released audit report. The information is current as of May 14, 2013. 

"■■■■'ll wbiu;'cbkst,\n y , 


' sorted. ' ■ '•p-mi 


Audit "No. 1 Audit Title ! Brief Obiective 

27001-0001-10 

Review ot Selected FNS 
Programs for Duplicated, 
Overlapping, or 

Fragmented Goals, 
Objectives, and/or Client 
Bases 

Qod and 1*401X111011 Ser'vkc •' 

Identify the potential for overlap and duplication in the FNS 
nutrition programs 

27601-0001-41 

National School Lunch 
and School Breakfast 
Programs (NSLP / S13P) 

Evaluate the methods FNS is using to lower the error rates for both 
NSLP and SBP. Determine if FNS, State agencies, and School Food 
Authorities have adequate controls to ensure { 1 ) children approved 
for free and reduced-price meals meet the eligibility requirements, 
and (2) meal claims are supported and accurately reimbursed. 


National School Lunch Program — Food Service Management Comnanv Contracts. Audit 
Report 27601-0001-23. issued January 3, 2013 . We found that while FNS has 
implemented several controls to ensure that NSLP funds and USDA-donated foods are 
used to solely benefit the program, it has not taken sufficient steps to ensure that those 
controls are followed. Our review of the 1 8 School Food Authorities (SFA), covering 
3 States, showed that 1 1 did not exercise sufficient management oversight to ensure they 
received the full benefits of purchase discounts and rebates and the value of USDA- 
donated foods. Although FNS regulations list the SFA as the responsible entity, with State 
agency oversight, for ensuring compliance with NSLP requirements, we found that the 
majority of SF As we reviewed did little or no monitoring of FSMC operations or their 
compliance with contract terms. FNS was not aware of the SFAs’ inadequate monitoring 
because it did not require its regional officials to assess the State agencies’ oversight of, or 
the SFAs’ compliance with, NSLP requirements or contract terms. As a result, we 
questioned almost $1.7 million in unallowable costs and USDA-donated foods that could 
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not be accounted for. We recommended that FNS work with the State agencies to 
determine if the $1.2 million in questioned program costs should be collected from the 
FSMCs and determine whether the approximately $0.5 million in USDA-donated foods 
were properly credited or used in the SFAs school food service. FNS should also evaluate 
its overall management evaluation process and oversight system, and take several steps to 
improve the implementation and monitoring of FSMC contracts. We are working with the 
agency to reach agreement on corrective actions for the report’s recommendations. 

Investigations 

In FY 2012, investigations work in the Child and Adult Care Food Program (CACFP) and 
the National School Lunch Program resulted in 7 indictments, 4 convictions, and 
$3.3 million in monetary results. 

A recent example of our investigative work in the child nutrition program involved a 
Summer Food Service Program participant in Dearborn, Michigan. Our investigation 
determined that although breakfasts and dinners were billed and reimbursed, no meals were 
served to children who qualified for such assistance. We determined that, from .lune 2009 
through August 2009, the vendor purportedly served 7,062 meals at 5 community facilities 
and received $22,862 in reimbursement. Representatives of the community facilities advised 
that they had no interaction with the subject and were not approached to use their facilities as 
part of the Summer Food Service Program. On April 17, 2012, the subject pled guilty in 
Wayne County Circuit Court, Michigan, and was sentenced to six months’ probation, 80 
hours’ community service, and $22,862 in restitution. 


57. Mr. Aderholt: Please provide for the record a description on the latest OIG work relating 
to the Food Safety and Inspection Service. 

Response: Following is a description of OIG's work relating to the Food Safety and 
Inspection Service. The chart below contains audit work currenty in process followed by a 
summary of recently released audit reports. The information is current as of May 14, 2013. 




Brief Objective 

■ Po(Kt: S^lY and .{■nsoectbR Service 'ci 

24601-0001-22 

Interstate Shipment of 
State-Inspected Meat and 
PoulriY Products 

Determine if FSiS has implemented the 20U8 f arm Bill provision 
which provides authority to the Secretary of Agriculture, working 
with States, to allow establishments to ship meat and poultry 
products as interetate commerce and place a Federal mark stamp. 

24601-0001-23 

Implementation of the 

Public Health Information 
System for Domestic 
Inspection 

Evaluate the progress of FSIS' implementation of the domestic 
inspections portion of PHIS. 
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Audit No. 

Audit Title 

Brief Objective 

50601-0002-31 

FSiS and AMS’ Field- 
Level Workforce 

Challenges 

Determine if USDA methods of compensating for a limited 
workforce, including succession planning, maximizes staff resources 
for its inspectors and graders and does not adversely afiect program 
delivery at Federally inspected plants 


Application of FSIS Sampling Protocol for Testing Beef Trim for £ coH 015 7: H7. Audit 
Report 24601-0001-31 ■ issued May 9. 2012 . In November 2009, due to concerns regarding 
the efficacy of E. coli testing of beef trim products, OIG received a congressional request to 
investigate the scientific merits and potential shortcomings of the N-60 sampling design 
used to test beef trim products. We found that the beef industry was conducting thousands 
of tests daily and generally complying with the FSIS guidance for how to perform those 
tests. However, FSIS could provide the industry with more specific guidance concerning 
how plants should respond when they have multiple positive E. coli test results in a given 
day. Currently, there is wide variation among different plants. .Additionally, we found that 
FSIS needs to ensure that its own inspectors are performing tests consistently and 
according to FSIS’ standards. Finally, FSIS needs to take steps to ensure that small plants 
regulated by State meat inspection agencies are being held to the same sanitary standards as 
the rest of the beef industry. FSIS agreed with our recommendations. 

Inspection and Enforcement Activities at Swine Slaughter Plants, Audit Report 24601- 
0001-41. issued May 9, 2013 . Our objectives were to identify areas of risk in FSIS’ 
inspection of swine plants, evaluate FSIS’ controls over food safety and humane handling, 
and determine if appropriate enforcement actions were taken against plants that violated the 
Federal Meat Inspection Act (FMIA) and the Humane Method of Slaughter Act (HMSA) 

FSIS’ enforcement policies do not deter swine slaughter plants from becoming repeat 
violators of FMIA. As a result, plants have repeatedly violated the same regulations with 
little or no consequence. We found that in 8 of the 30 plants we visited, inspectors did not 
always examine the internal organs of carcasses in accordance with FSIS inspection 
requirements, or did not take enforcement actions against plants that violated food safety 
regulations. As a result, there is reduced assurance of FSIS inspectors effectively 
identifying pork that should not enter the food supply. 

We also found FSIS could not determine whether the goals of a pilot program — Hazard 
Analysis and Critical Control Point (HACCP)-based Inspection Models Project (HIM?) — 
were met because FSIS did not adequately oversee the program. In the 15 years since the 
program’s inception, FSIS did not critically assess whether the new inspection process had 
measurably improved food safety at each HIMP plant, a key goal of the program. 

Finally, we found that FSIS inspectors did not take appropriate enforcement actions at 8 of 
the 30 swine slaughter plants we visited for violations of HMSA. We reviewed 
1 58 humane handling noncornpliance records (violations) issued to the 30 plants and found 
10 instances of egregious violations where inspectors did not issue suspensions. As a 
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result, the plants did not improve their slaughter practices and FSIS could not ensure 
humane handling of swine, FSIS concurred with all of our recommendations. 

Review of Appeals of Humane Handling Noncompliance Records. Audit Report 24601- 
0002-31, issued April 5, 2012 . The Humane Methods of Slaughter Act requires that 
livestock be slaughtered only by humane methods. On December 22, 2010, the USDA 
Under Secretary for Food Safety requested that OIG review records of noncompliance 
items that FSIS records and the actions that plant management subsequently took to appeal 
to higher FSIS management levels. Based on our review of the 138 records and 
13 enforcement actions that establishments appealed, we determined that FSIS’ procedures 
were adequate and FSIS followed its established procedures to appropriately address 
appeals. Our analysis of the data also did not reveal any negative trends or systemic 
problems related to inconsistent treatment or unfounded actions to grant or deny appeals in 
particular establishments across the country. We did find that FSIS can improve how it 
tracks and monitors appeals of humane handling noncompliance records by citing the 
regulatory justification for any appeals that it grants, ensuring that noncompliance records 
are written adequately to support the violation, and tracking the time it takes to process 
appeals. We suggested that FSIS consider how its Public Health Information System 
(PHIS) could be utilized to track and monitor appeals of humane handling noncompliance 
records. We did not make any formal recommendations as part of this review. 

FSIS E. coli Testing of Boxed Beef, Audit Report 24601-0003-31, issued March 22, 2013 . 
We found that while FSIS has a comprehensive .system for testing cuts that consumers may 
buy as ground beef, it needs to reevaluate its E. coli testing methodology as it relates to the 
downstream processing of boxed beef products. This is particularly crucial because certain 
cuts — such as tenderized or ground beef — pose higher risks, and downstream processors 
that may package these cuts do not always face the same level of inspection and scrutiny as 
larger facilities. For instance, at large processing plants we visited, FSIS and the plants 
tested product that was designated as ground beef or trim destined to become ground beef, 
but they generally did not test boxed beef produet, even though some downstream 
establishments may be grinding that product. Similarly, “retail exempt establishments”- — 
grocery stores, buteher shops, etc. — potentially grind their own ground beef; but unlike 
Federally inspected plants, FSIS does not sample and test trim at these establishments for 
E. coli. Likewise, despite several recent recalls. FSIS does not test tenderized meat 
products for E. coli. To further strengthen FSIS’ inspection of boxed beef, we 
recommended that FSIS take additional steps to ensure that beef to be ground throughout 
the production process — from Federally inspected slaughter establishments to local grocery 
stores — be subject to FSIS sampling and testing for E. coli. FSIS has taken steps to update 
its information systems to help detect and prevent adulterated food from reaching the 
consumer. However, with this transition has come new challenges. FSIS’ PHIS relies, in 
part, on correct profile information to accomplish such tasks as sending inspectors E. coli 
sampling requests. However, we found some establishments had incorrect profile 
information, resulting in incorrect requests for sampling. Also, not all plants we reviewed 
had adequate records for tracing source material back to the originating slaughter 
establishment, which can be crucial during a recall. The agency agreed with our 
recommendations . 
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Assessment of FSIS Inspection Personnel Shortages in Processing Establishments. Audit 
Report 24601-1 1-Hv. issued April 30. 2012 . FSIS employs about 7,800 in-plant inspection 
personnel to inspect more than 6,200 slaughter and processing establishments located 
throughout the United States and its territories. We assessed whether FSIS had sufficient 
inspection personnel to adequately monitor establishments that process meat and poultry 
products but, due to certain information not being tracked by FSIS, we were unable to 
evaluate the impact of inspection personnel shortages. We found that inspectors were not 
always able to comply with FSIS policy to visit processing establishments at least once per 
day and per operating shift. Although unexpected events such as inclement weather occur, 
we noted that FSIS had not established mitigating procedures for inspectors to use during 
subsequent visits. We also identified that FSIS lacked management controls to deter 
inspectors from misreporting their actions during inspections and that FSIS had also not 
implemented controls, such as unannounced supervisory reviews and requirements to 
document specific information that would deter inspectors from misstating inspection 
results. We recommended that FSIS develop mitigating procedures, enhance its ability to 
track and follow up after missed procedures, perform unannounced supervisory visits of 
inspectors, and enhance its data system. FSIS generally agreed with our recommendations. 

USDA Controls Over Shell Egg Inspections, Audit Report 50601-0001-23, issued 
November 30, 2012 . In August 2010, the Department of Health and Human Services’ 

Food and Drug Administration (FDA) posted a voluntary recall of over 500 million shell 
eggs nationwide that were potentially contaminated with Salmonella enteritidis (SE), 
which were reportedly linked to more than 1,900 illnesses in 1 1 States. We initiated this 
audit to evaluate the Department of Agriculture’s (USDA) controls to detect and report SE 
in shell eggs and USDA’s coordination within the Department and with FDA to ensure that 
shell eggs are fit for human consumption. Although we were unable to determine the 
specific cause that led to the August 2010 recall, we did determine that the lack of 
coordination between USDA and FDA prevented crucial information from getting to the 
agencies that could have potentially limited the scope of that recall and related illnesses. 
Furthermore, USDA agencies' refrigeration and grademark policies and enforcement 
efforts would not ensure that shell eggs potentially contaminated with SE do not reach 
consumers. 

To address these issues, we recommend that FSIS coordinate with FDA to implement a 
plan to ensure a seamless farm-to-table approach to shell egg safety within USDA and 
ensure crucial information related to shell egg safety is collected and shared within USDA 
and with FDA. We also recommend that FSIS implement a scientific-based policy on shell 
egg refrigeration, and a process to take progressively stronger enforcement actions against 
companies that repeatedly violate its policy. For AMS, we recommend that it take the 
necessary steps to prevent the USDA grademark from being placed on shell eggs 
potentially contaminated with SE. Management decisions have been reached on all of the 
report’s recommendations to AMS and FSIS. 
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Investigations 

In FY 20 1 2, investigations work related to the Food Safety and Inspection Serv'ice (FSIS) 
resulted in 17 indictments, 9 convictions, and $371,825 in monetary results. 

A recent example of our investigative work involved two Iowa corporations which sold 
adulterated meat product not fit for human consumption. An Iowa corporation purchased 
295,364 pounds of adulterated meat product, promising the seller they would not resell the 
product as fit for human consumption. The product was returned by consumers after they 
discovered it was spoiled, it was then resold to a second corporation, who told their 
customers, the product w'as edible even though it had reached the expiration date, was 
slightly green and had an "off odor," On April 27, 2012 each corporation pled guilty to one 
misdemeanor count of the Sale of Adulterated Meat, 21 U.S.C. 601(m)(3), 610(c) and 676. 
The first company was ordered to pay a $90,000 fine and ordered to pay $125 in court fees, 
the second company was ordered to pay a $6,000 fine and $ 1 25 in court fees. 


Sequestration 

Like most other federal agencies, OIG will be managing a 5 percent reduction in its 
budget due to sequestration. 

58. Mr. Aderholt: How has your office managed its funds in preparation for this reduction? 

Response: OIG has taken multiple steps over the last two years to manage its funds in 
preparation for the anticipated budget reductions. For example, these steps include but are 
not limited to: offering Voluntary Early Retirement Authority (VERA) and Voluntary 
Separation Incentive Payments (VSIP); conducting a complete functional analysis of all 
functions in OIG; engaging in Business Process Re-engineering; increasing use of video 
and teleconferencing to reduce travel costs; reviewing office leases and office structure; 
and implementing an internal hiring freeze, with very limited exceptions. 

OIG’s major efforts in preparation for reduced funding have been related to personnel, 
since the majority of our budget supports labor costs. The VERAA^SIPs offered in FY 
201 1 and FY 2012. allowed OIG to reduce the staff onboard by 39 individuals. The 
functional analysis conducted in FY 2012 allowed OIG to strategically align the remaining 
staff, enabling OIG to maximize efficiencies. OIG no longer offers relocation and 
employee incentives, and has reduced travel expenses by using technology to conduct 
audits and investigations. We have embraced the use of teleconferencing to replace in- 
person meetings whenever practical. 


59. Mr. Aderholt: Do you anticipate that OIG will furlough any employees? 
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Response: Due to the reduction in persoimel and additional cost reductions, OlO will not 
be furloughing any employees in FY13. OIG does not anticipate it will furlough any 
employees if we receive the full FY14 Budget Request of $89,902,000. 

60, Mr. Aderholt: How will you prioritize audits and investigations for the remaining fiscal 
year? 

Response: For fiscal year 2013, OIG has postponed key audit assignments in order to 
ensure work we are statutorily-mandated to do and other work in process is adequately 
performed and timely completed. OIG is also reducing the number of audit leads pursued 
based on the hotline complaints received and is declining specific requests for audits that 
are received unless they cover the highest risk programs or areas. 

For FY 2013 to date, OIG has spent approximately 53% of its resources on SNAP 
investigations. These investigations were initiated because the alleged criminal activities 
are usually occurring in close proximity to where our agents are located. They do not 
require us to expend limited travel funds, and they have a high prosecution rate. However, 
our highest priority are threats to public health and food safety. If OIG receives such 
allegations we would be required to shift investigative resources to address such threats. 
The reduction in our budget due to sequestration has led us to decline a substantial number 
of potentially worthwhile investigations involving USDA farm, rural development, and 
beneficiary programs, and employee misconduct. While difficult to quantify, OIG 
estimates that reduced funding would result in 24 fewer cases initiated for investigation, 39 
fewer indictments, 26 fewer convictions, and a decrease in investigative monetary results 
of $5 million. Additionally, investigations staff operates the OIG Hotline which receives 
and initially assesses complaints of fraud, waste, and abuse for all of USDA. Reduced 
funding for OIG will adversely impact OlG's ability to process and forward the allegations 
received for investigations or audits, or to the respective USDA agency for response. For 
reference, in FY 2012, OIG received 3,592 complaints through the OIG Hotline. 


FY 2014 Budget Request 

61. Mr. Aderholt: Please provide additional information on the proposed increase of $785,000 
to more accurately project the extent of improper payments in USDA benefit programs. 
How many additional staff would be hired? What additional field work would be required? 
What is the value of statistical samples? What results does OIG expect to obtain? 

Response: We do not anticipate using this funding to hire additional staff. The funding 
would be used to support staff time and travel to perform audits that use statistical 
sampling. The objectives of the audits performed would focus on the extent of improper 
payments in the USDA programs reviewed. 
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Sampling plays a role in every audit that we perform as we must make decisions on 
whether to select the samples judgmentally or statistically. Before any audit is initiated, a 
survey is performed to determine how best to perform the audit effectively and efficiently, 
providing program managers with the information and recommendations needed to 
improve program delivery and effectiveness. A random statistical sampling, although the 
best approach in many instances, is generally much more costly than other sampling 
options. A statistical sampling approach usually results in audit field visits to multiple sites 
(eg. State, local, project, office, and bank locations) throughout the United States. Because 
of the travel and time needed to perform these audits at a variety of locations, audit costs 
are usually very high. By comparison, with a judgmentally selected sample, we may limit 
the number of sites we visit or select locations in a manner to control travel costs associated 
with the audit. 

For example, our audit of the Recovery Act Rural Housing Guaranteed Loan Program was 
performed utilizing a stratified random statistical sample consisting of 1 00 statistically 
selected loans. This sampling approach necessitated auditors traveling to 36 States, visiting 
65 lenders, and performing a review of records at 54 area offices. The cost of this audit, 
because of the travel involved in visiting the geographically dispersed field locations, was 
approximately $1,3 million (more than $240,000 of the S 1 .3 million was spent on travel). 
Because of the interest in this audit and the benefit of being able to project the number of 
ineligible borrowers, high-risk borrowers, and loan dollars involved, we believed the 
benefits justified the cost. Using a statistical sample allowed us to draw conclusions about 
the entire program ($1 0.5 billion) and estimate that 30,3 1 0 loans went to potentially 
ineligible borrowers with a value of $4.16 billion. If the same 100 loans had been selected 
using a judgmental sample, we would have been limited to talking about only our sample 
($12.7 million), with 33 loans that went to potentially ineligible borrowers with a value of 
$4.5 million. 

USDA OIG supports the use of random statistical sampling and believes it can serve as an 
effective and valuable tool in the performance of audits. It is an efficient and cost effective 
way to provide audit coverage of a large portfolio through a focused review of a valid 
representative sample. Due to resource constraints, we currently utilize statistical sampling 
only when required by mandate or when all of the records can be reviewed in one or two 
locations. Our request for $785,000 in additional funding would allow a wider use of 
statistical sampling in audits that focus on the extent of improper payments in the USDA 
programs reviewed. OIG believes these types of results will provide better oversight 
information for the agency and Congress, and be of greater value for taxpayers. 


62. Mr. Aderholt: Please describe in further detail the proposed increase of $1,217,000 for 
Investigations, What investigations were not started due to lack of funds? What results did 
OIG obtain from past investigations of food safety issues? What would be OIG’s highest 
priority? 

Response; Between October 1, 2012 and April 15, 2013, OIG has declined over 100 cases 
due to lack of resources. The program areas in which OIG had the largest number of 
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declinations involved SNAP and FSA cases. Declinations are generally due to lack of 
resources and prosecutorial interest. 

As noted in our FY 2014 Appropriations request, a portion of the funds from the proposed 
increase would be allocated to assist OIG in moving forward with a SNAP initiative. OIG 
has focused the majority of its efforts and resources in pursuing the vendors who engage in 
SNAP fraud. Vendors engaging in trafficking face the possibility of criminal prosecution 
and disqualification from SNAP. However, if the vendor is removed from the program, the 
recipients can continue the criminal activity at another location. Experience has shown that 
often no action is taken by program administrators or prosecutors against a recipient who 
engages in trafficking with the vendor. The purpose of the SNAP initiative is to address the 
trafficking by both the vendor and the recipient. In order to successfully address this fraud, 
OIG will dedicate resources to work with FNS to engage State and local officials to combat 
SNAP trafficking in targeted areas. 

Since the beginning of FY 2012, OIG has declined over 20 FSA cases due to lack of 
resources, including 14 declinations related to direct and guaranteed farm program loans. 
These investigative referrals often include allegations of conversion of mortgaged property 
and false statements on FSA loan documents. These types of investigations have routinely 
been worked by OIG in the past. 

As noted in question 57, investigations work related to FSIS and food safety resulted in 17 
indictments, 9 convictions, and $371,825 in monetary results in FY 2012. 

OIG’s highest priority is to investigate allegations involving public health and safety. 
However, allocation of investigative resources is determined by factors such as the 
allegations received from other USDA agencies, the OIG Hotline and other law enforcement 
agencies, and from information developed by OIG agents. Although in FY 2012, significant 
resources were dedicated to SNAP investigations, in the event of a significant allegation 
involving public health and safety, OIG would reallocate the necessary resources to 
investigate the matter as appropriate. 


QUESTIONS SUBMITTED BY CONGRESSWOMAN DELAURO 


SNAP Error Rate Method 

Ms. DeLauro: The SNAP program has the lowest error rate in the program’s history. How 
does the USDA calculate the SNAP error rate? My understanding is that state auditors sample 
their states’ caseload and then re-review them, including in-person interviews with the 
household, to rigorously assess the accuracy of the case. The federal government then re- 
reviews a sample of those cases for accuracy. Is that correct? How does the SNAP error rate, 
as well as the method of measuring accuracy, compare to other federal programs? 
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Response: We have just started an audit (27601-0002-41 ) that will look at the SNAP error 
rate. Our objectives are to determine whether FNS and the State agencies responsible for 
administering the SNAP program have adequate controls in place to ensure that SNAP 
payment error rates are accurately determined and reported, the appropriate actions are 
taken to reduce the error rates, and errors are timely corrected when detected. We will be 
better able to address your questions when we have completed the audit. 


Underpayments in SNAP 

Ms. DeLauro: The error rate for SNAP also includes underpayments ~ when households that 
are eligible for SNAP are paid a benefit amount less than the correct amount. The error rate for 
SNAP also includes underpayments, when eligible households are paid a benefit amount less 
than the correct amount. On average, a household in SNAP receives $281 a month in SNAP 
benefits - $41 3 a month for a household with kids. We know that right now, nearly 80 percent 
of SNAP benefits are used in the first half of the month. And yet, starting in November, every 
SNAP recipient will lose about $25 per month in food assistance for a family of four because 
the temporary increase from ARRA expires. 1 am concerned that needy eligible families are 
already going without enough help because of underpayments. Often policymakers focus on 
overpayments and fraud, but what is OIG doing to address the problem of poor households 
receiving underpayments.^ 

Response: The audit we just started on FNS’ SNAP error rate (27601-0002-41) includes 
testing that should detect underpayments to the households in our sample. 


SNAP Trafficking 

Ms. DeLauro: USDA data indicates that the vast majority of SNAP trafficking occurs in 
convenience stores while 4% of all SNAP benefits are redeemed at these stores. More than 
three quarters of benefits are redeemed at super markets or superstores where trafficking is 
nearly non-existent. What are ways in which resources could be targeted at the stores with the 
highest risk for trafficking? 

Response: We currently have an audit underway looking at Controls for Authorizing 
Supplemental Nutrition Assistance Program Retailers (27601-0001-31). The overall 
objectives will be to assess FNS controls over the retailer authorization process to 
participate in SNAP, including the initial authorization, periodic reauthorization, and 
disqualification. Based on recent news articles and previous audit recommendations, we 
will also evaluate FNS’ recent actions to strengthen its processes to prevent the 
authorization of previously disqualified owners from participating in SNAP. We also 
assessed the findings reported by Scripps Howard News Service to aid us in determining 
our planned approach, audit scope and methodology. This audit is scheduled to be released 
this summer. We would be happy to provide a briefing on this audit at the appropriate 
time. 
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In FY 2012, OIG utilized slightly more than 50 percent of its investigative resources towards 
SNAP-related criminal investigations. Resources could be targeted at the stores with the 
highest risk for trafficking by using the FNS antiffaud database that monitors retailer 
transactions. This information, in conjunction with incoming allegations from the public 
and other law enforcement agencies, helps to quickly identify those stores who are at 
highest risk for trafficking. 


QUESTIONS SUBMITTED BY CONGRESSWOMAN CHELLIE PINGREE 
OIG Organic Crop Insurance 

Ms. Pingree: Recently, USDA’s Risk Management Agency announced the removal, starting in 
2014 of the five percent premium surcharge assessed against all organic farmers seeking 
federal crop insurance, 

Ms. Fong, as you know the change came about in large part as a response to a recently released 
audit of organic crop insurance by your office. 

The audit found that transitional crop yields for organic farmers using crop insurance generally 
exceeded actual production histories. 

As a result, beginning with the 2014 insurance year, RMA will now use actual yields for 
organic crops. 

The arbitrary organic surcharge is an issue I hear about from farmers in Maine and across the 
country, and 1 was pleased to see this significant progress from USDA. 

You mentioned the report in your testimony; can you talk more about the findings specifie to 
the organic surcharge? 

I remain concerned that only a quarter of organic farmers arc enrolled in federal crop 
insurance. In addition to the elimination of the organic surcharge, are there additional 
recommendations for RMA to increase organic crop insurance participation? 

I would be particularly interested in whether you formed any view during the audit about why 
it is taking the Department so long to develop an organic price series for insurable crops? The 
2008 Farm Bill directed this to be done, but it is still, 6 years later, in its relative infancy. 

What can be done to speed compliance with the 2008 Farm Bill? 

Response: The objectives of our audit on RMA’s organic crop insurance (05601-0006-KC, 
issued February 22, 2013), were to determine whether RMA established adequate controls 
over AIPs that provide Federal crop insurance coverage for organically produced crops. 
Specifically, we identified and assessed controls over underwriting and servicing policies 
and adjusting claims. Our audit, however, did not include a review of the organic 
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surcharge issue, organic crop insurance participation, and 2008 Farm Bill implementation 
related to organic crops. Therefore, we have no conclusions in those areas. As these issues 
were not part of our review, we did not obtain any relevant information that would be 
responsive to your questions. We will keep these issues in mind as we engage in our 
planning process for future work. 
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